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PREFACE 


Retail Management is intended as a work of reference for progres 
sive retailers and managers, and a textbook for retail salesmen and 
others wno wish to qualify for managerial posts 

Although I have been encouraged to write this book by prominent 
department stores and multiple concerns who use my Retail Sales- 
manship for staff training purposes and I am much indebted to 
them for supplementing my own experience with suggestions and 
information, Retail Management was not written primarily for the 
big organization, but rather for the progressive retailer with a 
business of moderate size who wishes to adapt modem methods 
for use in his business 

I use the word "adapt ” instead of "adopt ” because, in writing 
a book of this kind, it is necessary to generalize and the systems 
and forms recommended may need adjustment for different trades 
Wherever possible, I have submitted alternative ideas enabling the 
retailer to choose the one most suitable for his purpose 

Retail Management covers simple retailing department store, 
multiple shop, and mail order trading, because many businesses of 
moderate size are department stores in miniature, have branches, 
and transact mail order business, and the principles of retailing 
apply equally to all its forms 

In view of the fact that I have been associated in various ways 
with a number of retail organizations, I think it necessary to point 
out that none of the examples or illustrations represents an actual 
transaction, or the record of an existing business, and the names 
mentioned in them are all fictitious 


CUNLIFFE L BOLLING 

London 
September 1931 
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CHAPTER I 

TRADING POLICY 

A retail business is one in which goods are sold in small quantities 
to the consumers or users The three most important methods of 
conducting retail business are — 

1 Running a shop or showroom at which customers call to 
make purchases 

2 Canvassing for orders from house to house, and selling in the 
streets 

3 Soliciting orders by post, commonly known as ' mail order” 
business 

There are estimated to be about half a million retail businesses in 
the Bntish Isles, and many of them use all three of the above methods 

This collection of retail businesses forms a great distributing 
machine, which takes merchandise of all kinds from the manufac- 
turers, producers, markets, and wholesalers, and 
places it before the public The retailers’ stocks and D A Great^ 
service make it convenient and pleasant for people Machine 
to buy merchandise, and their advertising, window 
displays and salesmanship stimulate consumption, and introduce 
new products to the public In some cases the retailers facilitate 
the sale of merchandise by granting credit to the purchasers 

In Britain the bulk of the population is crowded into towns, and 
distances are comparatively short, conditions which favour the shop 
method of retailing and the whole country is covered 
with a network of shops, stores, showrooms, service Shops 
stations, and other forms of distributing depots The 
householder or tounst never has far to go for his supplies of food, 
clothing, fuel, or equipment, and usually has to make his choice 
from a number of competitive shops 

Shops play such an important part in the life of the average 
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TeTon TnoT V P “ b " C “ ***,„„ »» them 

anSe a LTe,^^: r r PK1 ““ «— * °' ** ”« 

«*■' ,Or<er sudT? J erve the pnbl,r d “"tly, tat IS not 
■" Sunt™ a ” P ° rt * n * ”"fa d ">' t^stnbution ,„ this 

more scattered population “ ,'! ^hT b“i °1 “' r d “ ,, ” ce * and 
United States ’ S the Bntlsh Dominions and the 

Mention must also be mad* „f *k„ * 

enable customers to oht». / fhe automa tic machines which 
Tates ° T Pte 01 ^.reties, matches, chore- 
at anvw a g " Ph ' C films “Mother articles, 

eSl ™ , h ' d ? 0r ’"8 hl These machines are 
dosed, and also cany the retailer T “ nS ° ntr wh " 1 * he sho ps are 
and other places where the i servlce on to railway platforms 
existence of, shop V<>,Ume tod ' d °'3 not jnst.fy the 

be» devebTdreTlch TT' “ d “™=« has 

Englishman nrefeT ™ ex ""‘ ‘tan here The average 


Englishman prefers personal ** CXtent than here The average 
-hde the shops a«^T„T«T,n“ r^"* 1 service, and 
machrne outside the tobacconist's u5uall y ignore the automatic 
It must be obvious even to tlT g ° m slde to make his purchase 
far too many retail businesses m S ° bS " Ver - th,t ,h "' *" 
- .. of the retail ““‘T '» 'very branch 


oftheretaritTn , ““"‘T I" 'very branch 

.o ,he i%Lt i :™ tt' d r nm ’" tstms 

toon of semce ,l,e “ “ d “P>i» 


tion of cert.,™ j ui cycles, there is duplica 

mal conditions, the needs “ d , wastefu l compet.tion Under nor- 
number of retail businesses JTuT^T*** Sh ° uld re ^ ulate the 
' d lack oi support should eliminate 
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the surplus ones but at the present tunc another powerful but harm 
ful influence is at work encouraging the duplication of shops and 
stocks and prolonging the life of surplus shops This influence is 
the over production of merchandise by manufacturers following the 
introduction of mass production methods 

Before machinery came into general use for the production of 
merchandise shops were few and far between and their scanty 
stocks were mainly composed of unprepared foodstuffs 
and raw materials The people 1 v cd a far more m Before 
simple life than we do to day and were able to prepare Came 
or make for themselves most of their everyday re 
qmrements The purchase of an article wluch could not be made 
at home eg a carnage a piece of furniture a suit or a pair of 
boots was an event of some importance in their lives and they had 
to find a craftsman or tradesman f o make the article to order 

In those days life was centred in families and villages and the 
local merchant or tradesman is one of the family had almost 
a right to the support of the villagers Competition between retailers 
existed in those days especially between the merchants and crafts 
men who catered for the wealthy upper class but this competi 
tion could not be earned into the villages owing to the primitive 
methods of communication and transport and the power of local 
prejudice and family ties Furthermore supplies of merchandise 
were irregular and restricted in quantity by the limitations of 
production by hand and the requirements and spending po ver of 
the people were small so that retail distribution offered little scope 
for speculative enterprise 

The development of productive machinery and means of commum 
cation and transport has brought about a revolutionary change 
The craftsman has become a manufacturer turning 
out his wares in thousands by nnss production meth Eff f ^ s s of 

ods His machines enable him to produce unlimited Product on 
supplies of articles of merchandise for sale at prices 
which bnng them within the reach of all classes and modern trans 
port carries them to all parts of the country at comparative!) small 
cost 

As a result of this the world is flooded with machine made goods 
of all kinds The engineer has pressed his machines into ever) 
trade and the brains of countless inventors have been devoted to 

a— (6ij« 
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exploiting the possibilities of mass production and to finding new 
uses for machinery 

In the shops unprepared foodstuffs and raw materials have given 
place to proprietary articles ready to eat ready to wear or 
ready for use with the result that people have ceased to prepare 
or mike things for themselves and everyday life has almost become 
a senes of retail purchases 

The public has neither the capacity nor the spending power to 
absorb all the production of the busy machines with the result 
Saturat on *^ a * ,n near ty all classes of merchandise production 
and Dump ng ,s 3a r a head of consumption In the language of the 
advertising men saturation point has been reached 
he warehouses of the world are full of merchandise unordered 
and perhaps unwanted and the great manufacturing countnes 
eg Britain Germany the United States and Japan are dumping 
their surplus goods on other countnes and on one another 
Now the manufacturer or wholesaler looks upon every retail 
business as a distnbution channel which will carry his goods to 
e consumer and help to dispose of them and he therefore tnes 
to get his goods into the stock of every retailer in his trade and 
a so encourages the opening of new shops Manufacturers do every 
mg they can to make it easy for retailers to stock and seU their 
res Most of them are willing to supply any quantity of goods 
0 any retader at short notice and credit is freely green to encourage 
the purchase of stocks In some trades the retailers are not even 
" , “ r 5tocks but su pphed with goods on 
™ approval which means that il they do 
not seU the good, withm a reasonable time they may return them 
to the manufacturer 

m ^H ny r ent . e , rPnSmg endeavour to create a de 

maud for their wares by adverting them to the general public 
Consumer * h ® 1>rcss and on posters If this consumer ad 
AdTertung vertising is well done the effect is to make the public 
the reta.w * * , " taders for the locular toes and so induce 

name! o a Stodc , ‘ hem L,nes 50,(1 und *r the manufacturers 
cas« the arC OWn “ P r °P netar y articles and in most 
to ensure nnife P " C ® S , are 6x6(3 b y the manufacturers in order 
margin of profit""^ ° f ^ Md Sh ° W th ® a 
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In these circumstances, it is not surprising that the number of 
retail businesses has multiplied The process of retailing has become 
so simple in some trades that persons with no technical knowledge 
or business ability open shops, thinking that a little capital is all 
that is necessary Successful shopkeepers have been encouraged 
either to extend their range of merchandise far beyond their own 
trade, creating "department stores," or to open chains of branches, 
creating "multiple shop chains ” 

i* Factory workers were quick to realize that over production placed 
the consumers in a position of strategic importance, and by forming 
co-operative societies and wholesale co-operative so- 
cieties, they have built up an enormous distributing 
organization, which is a duplication of that built up 
by private enterprise Some manufacturers and producers, finding 
it difficult to sell their output through the shops and co-operative 
societies, have opened shops of their own, or supply consumers 
directly through the post on mail order lines We thus have 
retailers, consumers, and producers, all running retail businesses 
A very good example of the wasteful competition in the retail 
trade may be seen in the rows of petrol stations outside all our 
large towns These petrol stations are evidence not so much of 
the demand for petrol as of the keen competition between the 
petrol companies They may be looked upon as units in a commer- 
cial war, rather than distribution depots 

Although it cannot be denied that retail enterprise and the mul- 
tiplication of retail businesses do make for greater consumption 
of merchandise, the consumption of necessities is 
limited by population and that of luxuries by the competition 
spending power of the public, so that every new shop 
has to fight existing shops for a remunerative volume of business, 
and every successful shop has to fight to retain its position There 
is keen competition everywhere, not only between shops of the 
same trade, but also between shopsof different trades For example, 
a wireless shop is not only m competition with other wireless shops 
m the neighbourhood, but also with shops in other trades — draper, 
grocer, chemist, garage, etc — which would divert the customer’s 
money to other channels The spending power of the majority of 
people is stnctly limited, and any expenditure in a new direction 
must be offset by economies rn other directions 
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Present day retailing is far from being an easy occupation The 
retailer needs not only capital and knowledge of his trade, but also 
Retail kn ° w ledge of the technique of retailing, covering 
Prospects trading policy, organization, buying, selling, adver- 
tising display, staff control, and many other matters 
dealt with in later chapters 

Given these qualifications, however, the retailer can build up a 
soun and. profitable business in the face of the most severe com 
PC i ion It is a case of "the survival of the fittest " There are 
f 11263 In * e re * ad tra( te> not only for the proprietor of a success- 
b u Ut ak0 m “ ' vh ° can «*“ently handle executive 
. ° r e re * ai ' concerns — the department stores, multiple 
m„n ,“? Pan . leS , and “-“Pcrative societies Comparatively few 
ex, Stine* endt!! un<, ' rsl a”‘ l the abnormal conditions 

of such me ° W ° W ! ° take advantage of them, and the services 
ol such men are in great demand 

quMe"re^r ,hre ?, SS "' t,l ‘ IS 1 «t.U business (t) ade- 

q sources la) a sound trading policy, (3) efficient methods 
Essenti»ij , e rst essential — adequate resources — is obvious, 
to Success Mt it may be pointed out that this includes not only 

“TbTT » and 

ten. ot h,s 

Enterprise In „ ” ian y re tailers handicap themselves by attempt- 
R^u'rr by tn5u °°. much at the beginning, perhaps through 
nnder estmutmg the amount 

knowledge and abditv Th* SChemes or over estimating their own 
on account ofpremises equinineni "T' ^ to — 
and limits the scope of thA *’ a " d St ° ck weU Wlthm hls means ' 
knowledge until such time a . USUiess to that of h,s own technical 
gers to deal with extensions * **" t0 emp,oy sklUed mana ‘ 

lon^wa^toward^dSm"' ,°i ! rsliuler ' s resources should go a 

Iishes His previous exreneiw cIass of busuless h e estab- 

cate the trade ,n which hfhas most" h t “ h ”f‘ 1 ln °' rfed ee *11 mdi- 

ost chance of success and the amount 
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of capital and credit at his disposal should indicate the size and 
type of shop he can operate Another important asset— local con 
nections or goodwill — may decide him in favour of a particular 
town or district, but if he does not possess such an asset, he will 
have to search for the most favourable centre for his activities 

It is at this stage m the establishment of a retail business that 
the second essential to success — sound policy — has to be developed 
The policy of a business dominates its activities and 
shows the way in which its resources are to be used VoUcy K 
A shop without a policy would be like a ship without 
a rudder Every normal retail business has the same object — to 
buv merchandise and sell it at a profit — but each retailer has to 
decide what merchandise he will buy, to whom he will sell it, and 
what profit he will ask Broadly speaking he has to decide what 
service he will offer to the community and on what terms 

The dominant factor m the organization of a retail business is, 
therefore, the trading or service policy, which defines the nature 
of the service it will render and the customers it will serve The 
difference between the business established to supply petrol to 
motorists and the one established to supply artificial limbs to dis- 
abled people is primarily one of trading policy It may be assumed 
that the proprietor of the petrol station chooses that trade because 
he considers it offers the best opportunities for his resources and 
efforts, and the same with the proprietor of the artificial limb 
business 

In the days before mass production brought intense retail com 
petition, it did not require much ingenuity to formulate the policy 
of a retail business The man with experience in the 
grocery trade who had sufficient capital to open a Ul $2^ nwl 
small shop went ahead and opened his shop in the 
most favourable position He then pursued what we should call 
to-day an "unrestrained service policy," trying to cater for as 
many local residents as he could, without reference to class, and 
to serve them with anything they required of him This policy 
would lead him to extend the scope of his business beyond the 
grocery trade, e g if there was no ironmonger in the district, he 
would be asked for ironmongery by his customers, and, as a result 
of this, his grocery business would probably become a 
stores ” 
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The position to day is totally different The retailer would prob- 
ably find himself in the position of seeking to establish a grocery 
shop in a district in which there were already too 
Influence of man y grocery shops, and in such circumstances the 
formulation of a trading policy calls for considerable 
ingenuity An unrestrained trading policy of trying to serve every- 
body with a wide range of merchandise is obviously out of the 
question, because this would bnng him into direct competition with 
all the other shops in the trades covered He cannot avoid competi- 
tion, because he has to take custom from the other shops, but he must 
endeavour to avoid the direct competition of trying to sell the same 
range of merchandise to the same classes of customer, for the simple 
reason that in such direct competition he would be at a hopeless 
disadvantage The established shop has the benefit of the customer's 
goodwill and, if the new shop is merely a duplication, there is no 
inducement for the customer to change his shopping habits The 
newcomer must therefore make his business different or distinctive, 
trying to give some new or improved service or to cater especially 
for a section or class of the residents or visitors 
This is a form of policy known as "specialization," in which the 
retailer sacrifices a number oi possible customers m order to con- 
centrate upon a smaller number of probable cus- 
Spccuiizatton tomers The effect of this is to concentrate the 
resources and efforts of the business upon the most 
promising field of activity and to give the business a distinctive 
" character, ' which may serve to raise it above the competition of 
the commonplace shops The simplest form of specialization is that 
ot catering for a particular class vs type of customer In a town with 
thirty commonplace confectioners* shops there may still be an open- 
ing for one catering especially for the more wealthy residents and 
only stocking high-class chocolates and sweets There may also be 
an opening for a shop catering especially for the poorest residents 
and selling "throw-outs" and "job lots” of confectionery. 

Another form of specialization is that of restricting the range 
of merchandise to a section of that usually earned by shops in the 
trade In a town with twenty commonplace chemists' shops, there 
may still be an opening for a shop specializing in toilet preparations 
and for another specializing m health foods 
These forms of specialization are sound policy because they are 
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beneficial to the customers, and help to increase the consumption 
of the merchandise concentrated upon For example, the opening 
of a shop specializing in cameras and photographic 
supplies is a great benefit to the photographers of the customers 0 
town and, at the same time, is likely to make for 
an increase in the number of amateur photographers there This 
photographic supplies shop would probably be m competition 
with a number of local chemists who stock cameras, films, etc , 
but the specialist shop would have first claim upon the local photo- 
graphers and, because of its concentrated resources and efforts, 
should be able to give them far better service The competition 
between the photographic supplies shop and the chemists shops 
is not likely to be so keen as the competition between the chemists’ 
shops themselves If a chemist were asked for a photographic re- 
quisite he did not stock, he would probably refer the customer to 
the specialist shop rather than let the customer go to a rival chemist's 

It is important to note that the greater the degree of specialization, 
the greater the area of influence of the business The trade of a 
commonplace tobacconist s shop in the West End of London may 
be limited to passers by, but a shop in the same street specializing 
in agars may be serving customers in all parts of the country, 
on mail order lines 

The formulation of a trading policy is a matter of such vital lm 
portance that the retailer about to organize or reorganize a business 
can well afford to spend some time in what might 
be called "research ' work During this time he Res “^* l h 
should make a close study of the local customers and 
their needs, and also of the local shops and their service The 
extent of the area to be covered by his survey will depend upon 
the trade, e g the area of influence of a furniture shop is far greater 
than that of a confectioner s 

In his study of the possible customers, he must bear m mind the 
fact that the town under consideration may be a shopping centre 
for surrounding villages or may attract a flow of 
visitors If this is the case, he must study the class 
and needs of these visitors separately as he may be Customers, 
able to look upon them as potential customers, or 
even to cater espcenth for them In many seaside towns, there 
two distinct groups of -hup-., one group catering for resi ’ 
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the other catering for visitors This is sometimes due to the fact 
that the residents are of a different class or type from the visitors, 
e g the visitors may be of a much poorer class than the residents 
or vice versa Some of the towns of South Devon are shopping 
centres for the agricultural workers of the surrounding country, and 
also favounte holiday resorts for workers from the industrial cities 
of the Midlands and the North two types of customer that have 
few tastes in common 

Generally speaking specialization makes its strongest appeal to 
the better class people who have more leisure for shopping buy 
in larger quantities and are mote fastidious They 
Distinctions ^ave a stron S dislike for shops which show an un 
pleasant combination of merchandise e g they object 
to the combination of confectioner and tobacconist which on account 
of convenience is popular with other classes Department stores 
which cater for the better class customers have to arrange their 
departments very carefully to avoid bringing together unsuitable 
goods but the popular stores m order to economize floor space 
jumble together all kinds of merchandise without apparently, 
causing offence to their customers 

The prospective retailer who is uncertain which class of customer 
to cater for must take into account the fact that working expenses 
and capital absorption are much greater when the better class is 
catered for The pr mises must be more imposing and better 
equipped the staft must bp larger and < f a superior type the stock 
will consist of more costly goods and must show greater variety, 
and long credit may have to be given to customers These con 
siderations will probably decide the retailer with limited capital 
in favour of catering for working class customers who are not so 
exacting 

As the somewhat vague expressions better class and working 
class have been used here for want of a more definite method 
of classifying customers according to means it may be advisable 
to explain how these words are used by retailers 

Working class is generally used to describe 
^Customers* 15 whose income is dependent upon their employ 

ment and who have little or no capital or unearned 
income Their spending pruer individually is small but owing 
to their number* their c llectue spending power is ver> great and 
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in normal times is stable being mainly applied to the purchase 
of necessities They are however affected very considerably by 
local labour conditions— wage rates and unemployment— so that 
before setting out to cater for them a study of local employment 
prospects is advisable 

Better class is generally used to describe people who have an 
assured income more than sufficient for their needs or who have 
sufficient capital to make them independent of labour 
conditions The spending power of these people is ^itomeri* 
considerable and more or less stable but they are 
affected by national conditions such as taxation and financial affairs 
and are quick to reduce their luxury spending in times of increased 
taxation or a trade depression which affects their dividends 
Some retailers try to subdivide the better class into the middle 
class and the high class or very wealthy people but the division 
is very hard to make There is still a large number 
of people in this country who arc really wealthy but "ujtmie"* 
the majority of them arc content with the service 
of the better class shops and stores The remaining minority not 
necessarily the most wealthy patronize a number of small and 
exclusive businesses which give them a personal service As these 
people are pronounced individualists collective treatment of them 
is impossible and much of the trade is in special orders 1 e 
goods made or obtained specially for customers 

A number of peculiar features including the high proportion of 
luxury goods the migratory habits of customers and the influence 
of death duties and speculation on the customers spending power 
combine to make this exclusive class of business unstable and 
hazardous Substantial capital and high profit rates arc necessary 
in order to provide for long credit bad debts and slack periods 
In studying the local shops and their policies the prospective 
retailer will naturally pay particular attention to those which appear 
to be the most successful He need not confine his 
observations to the shops m the trade winch he pro- Exutmt 'shops 
poses to enter as there may be much to be learned 
from shops in other trades For example some forms of spcaaliza 
tion may already be practised by local shops in some trades but 
not in his own and lie will then be able to see how the local shoppers 
respond He will l>c able to sec whether the shops catering « 
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better class residents are prospering, or whether those catering 
especially for visitors to the town appear to be more successful than 
those catering for residents Research work of this kind is of especial 
value, because it will enable the prospective retailer to benefit by 
the experiences of others and minimize the risk of his making a 
false step 

In all questions of trading policy, local prejudices and class dis- 
tinctions have to be considered Furniture houses specializing in 
Local hire-purchase meet with considerable success in many 
Prejudices P arts of the country, but in some districts the very 
people to whom hire purchase should be most attrac- 
tive are prejudiced against the system 
The retader cannot pay too much attention to the study of his 
prospective customers likes and dislikes and their shopping methods 
and habits He must get as near to the customers as he can, not 
only in regard to the position of his shop, but also in regard to 
mutual understanding 

Originality in a trading policy is to be admired, but it does not 
pay to be too original in dealing with the British public, especially 
the men folk who are extremely conservative They are slow to 
change their shopping habits and methods and it is often necessary 
to lead them gradually to take up a new line of action Much has 
been written about the need for a new style of clothing for men, 
if some original style were developed commercially, retailers 
who wished to specialize in it would have to do so cautiously, stock 
ing the conventional garments meanwhile 
Specialization gives a retail business a distinctive character, and 
character is the foundation upon which the goodwill of a bustness 
Character Is bmh ' but 11 does not follow that distinctive charac- 
and Goodwill tcr in a business means satisfactory turnover and 

Wtnoh ia„ a profits Success depends upon tip; amount of support 
which the character attracts 

or ami, “ d "T™ 1 ! adva "“ d ‘“tes ■" dress. furnishings, clothing, 

_ 0pe ” " p t*"* b "e an extremely 

"°I blv be' u h" » b " b obtain support’ 

taCvc ,de , a ' ’’“’P 1 ' ° S adv ““ d ba "= verydii- 

SS2 1“ ° "T ™" Even the retailer whose ,dS are 
the value of th ° W ^ prospcct,ve customers time to appreciate 
the value of the service he „ offering them Although Ins shop 
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may be more attractive to them than the one they are dealing with 
they may not transfer their patronage until they have occasion 
to be dissatisfied with the service of the other shop 

This point has an important bearing upon the retailer s allocation 
of the capital he invests in a new business If he has no established 
connections and he intends to cater for a class of 
customer that is slow to transfer patronage he must Considerations 
reserve a substantial part of his capital to cover 
working expenses until such tune as the amount of business done 
reaches a remunerative level 

Another point for consideration is whether the form of specializa 
tion favoured by the prospective retailer will give him a steady 
turnover all the year round If his trading policy will only bnng 
hun business during one season of the year he must either make 
sufficient profit during the season to cover the year s expenses or 
find some other form of business for the off season As an instance 
of this many retailers dealing in motor accessories for private cars 
— mainly a summer business — sell wireless sets and components 
during the winter 

Once the trading policy has been determined the retailer should 
make every feature of his business coincide with it The name of 
the business the shop front and general atmosphere 
of the premises must suggest the kind of business tl £ U p 0 "* 
to be done and appeal to the right class of customer mto'prartice 
The advertising and displays must announce the 
retailer s policy and impress his offer of service upon the minds of the 
prospective customers The stock must be carefully 'elected to agree 
with the policy and justify his claims and there must be no clashing 
of qualities The staff must be suited to the class of business and 
proficient in the particular trade The prices especially those shown 
prominently must be consistent with the quality suggested and 
the terms of payment must be agreeable to the class of customer 
attracted 

By keeping his trading policy continually in mind the proprietor 
of a small business should have no difficulty jn carrying that policy 
into every one of its operations He must resist any temptation 
to introduce ideas and methods which are inconsistent with the 
policy and in particular must beware of deviating from his own 
plan of campaign in order to copy or counter a move made bj a 
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competitor Very often the retailer who sets out " to beat competi- 
tors at their own game ' is merely abandoning his own selling 
campaign and helping his competitors with theirs 
In a department store, multiple shop company, or other large 
business, where a number of executives are employed, there is some 
danger of the executives introducing ideas which are 
^PoScms * 1 mconsistent with the settled trading policy, and to 
guard against this the directors may write out or 
"codify' not only the general trading policy, but also "functional 
policies” covering every important function of the business, such 
as buying selling advertising display, price fixing, and credit 
grant mg These functional policies are circulated to the executives 
concerned with their operation and each executive is expected to 
see that the settled policy is adhered to by his department or branch 
of the business 

With such concerns the policies are revised at regular intervals 
— at least once a year — and also whenever some event or condition 
affects the business or a section of it The small retailer will also 
do well to overhaul his policy and methods in this way, as often 
as necessary in order to keep abreast of the times A "settled ' 
policy is a definite one not a permanent one 
Efficient methods are the third essential to success m retailing 
This does not mean merely that the operations of the business 
Efficient mUSt ** WeU Pk nne d but also that they must be 

Methods earned out in the simplest, most effective, and most 

economical manner Energy as well as system, is 
required to use the retailer s resources to good advantage and put 
his trading policy into practice It must be obvious that efficient 
methods play a very important part in any competition between 
retailers the keener the competition the more need there is for 
energy precision and the avoidance of waste 

Many quite successful retail businesses have been built up on un- 
proved methods Finding that the established businesses in a district 
were giving indifferent service refusing to take any responsibility for 
the goods they sold, or charging excessive prices progressive retailers 
have stepped m and captured their customers by offering a better 
choice of goods, selling goods in fresher condition, giving quicker 
delivery, dealing more generously with complaints, charging fairer 
prices, and advertising their improved service judiciously 
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Although this form of enterprise is commendable and may prove 
successful m favourable circumstances it is often a case of con 
fusing methods with principles and commencing 
business with a programme instead of a policy or°Pohcy? e 
There is considerable danger in establishing a shop 
merely on the assumption that one can do things more efficiently 
than anyone else or that the competitor will keep to his high prices 
and slipshod methods when faced with new competition The prob- 
ability is that the established retailer will change his ways imme- 
diately the newcomer announces his programme and the established 
retailer s experience of the local trade should enable him to beat 
the newcomer at pnce fixing or efficiency 
It is interesting to note that although the resources and exper 
lence of the great multiple shop companies enable them to buy 
and sell at exceptionally low prices and to conduct their business 
with efficiency and economy they do not rely upon unproved 
methods for their success but all follow very definite policies show 
mg a high degree of specialization 
Retailing methods are dealt with under appropriate headings 
in the chapters that follow 
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ORGANIZATION 

Business organization calls for the systematic relationship of 
capital, management, and labour, three distinct but interdependent 
factors 

Management stands between capital and labour, and must shoulder 
all responsibility for the conduct of the business It is responsible 
to capital for the proper use of the funds invested 
Res point- , n business, and it is responsible to labour for 
Management the proper direction of the employees' skill and 
energy If a business of any kind is to prosper and 
become a permanent institution it must satisfy the requirements 
of both capital and labour The management must give the pro- 
prietors satisfactory dividends and security of capital, and also 
give the employees satisfactory wages and security of employment 
A growing business must increase its capital and staff continuously, 
and it cannot obtain capital at reasonable rates or desirable employ- 
ees unless the reputation of its management is good and its existing 
proprietors or employees are satisfied 

In order to meet this dual responsibility, the management of 
a business must deal impartially with all differences between capital 
and labour even if the management itself is identified 
Capital with one or the other For example, if the manager . 
Labour of a business is also the proprietor, he must realize that 

if he cuts down the wages and commissions of his em- 
ployees in order to pay big dividends, he will reduce the efficiency 
of his business and therefore endanger his investment Similarly, 
if the manager of a business is merely an employee, he must realize 
that, if he cuts down the dividends in order to pay high salaries, 
he will reduce the financial strength of the business and therefore 
endanger his own position Tact and firmness must be exercised 
to maintain the balance between the two interests The manager 
must "manage' the proprietors as well as the employees 
It is a generally accepted principle of organization that divided 
authority means weakness, the suggestion being that only by placing 
16 
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the whole of the resources of a bustness under the control of one 
chief executive can those resources be used to the fullest ad van 
tage In practice it will be found that nearly all the 
most successful retail businesses whether department ^uthonty 
stores multiple shop companies co-operative stores 
mail order houses or specialist shops are actually under the control 
of individuals who may be sole proprietors senior partners of firms 
chairmen or managing directors of companies or general managers 
or secretaries of societies 

There are numerous instances in which businesses controlled by 
several partners or joint managers have achieved considerable sue 
cess but in most of these it will be found that the success of the 
partnership or joint managership has been due to the fact that 
one partner or manager has dominated the others and managed 
them as well as the rest of the business 

Although most managers desire to be in sole control of the busi 
nesses they conduct few of them wish to accept sole responsibility 
for the affairs of a business which belongs to a number 
of people Furthermore although investors generally 
appreciate the advantages of undivided authority 
most of them consider it advisable for a manager to work in associa 
tion with several other men of experience and ability who will watch 
the interests of the proprietors 

The desired compromise between undivided authority and joint 
responsibility is achieved in the two forms of organization most 
Commonly met with m retail trading viz the limited liability com 
pany and the co-operative society 

A limited liability company is nominally under the control of 
a Board of Directors elected by the shareholders The powers 
and authority of this board of directors are defined 
in the memorandum and articles of association D°rectorJ 
Under which the company is constituted and the 
Shareholders are expected to lease the conduct of the company s 
affairs to the directors for the time being It is usually left for the 
directors to decide among themseHes in what way and by whom 
their powers and authority shall be exercised They may appoint 
one of their number to act as Managing Director and control the 
business by their authority or they may appoint some emp!o>ee 
to act as manager and exercise their powers This delegation of 
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awthonty does not relieve the directors of their responsibility 
to the shareholders and it is their duty to watch the work of the 
management and exercise any necessary supervision 
The position is very similar m the case of a co operative society 
which is nominally under the control of a committee elected by 
the members The committee usually appoints a general manager 
to conduct the business but is expected to see that he does so in 
a proper manner 

Both the limited liability company and the co-operative society 
offer the proprietors the benefit of limited liability that is to 
say the liability of members is limited to the amount they have 
invested or have agreed to subscribe 
Tht manager of a business is under a heavy responsibility to 
his board of directors or committee because he is using their powers 
Relations and the y ^ be held responsible for any loss that 
A3& ^/ e ^ t U ; ombad management In the long run 
and Manager ne extent of a manager s powers depends upon the 
m Tf *i. am £ Un , t C0nfidence h,s Sectors or principals have 
interests anH tn ^ V**. he be relied u P on to protect their 
entenno t consu,t them before taking any important step or 
tT 'T.r.r”"" tl»y are l.kely to give htm 

that he w 7 7 tnana S emer, t of the business but ,( thl!y e „ d 
hUrne the7 .7 ° “ S " rp ' h “ r »«"“«* »"1 «t Wlthoui con 

nSnnJ ? may eXOTSed fOT ™‘”«ing 1>» powers and 
mterfenng wtth his management of the tamest 

coSatL^T” “ d P™“P als on this quest.on of 

ma“«v 7? “f? “ “S"**Ny common ’ nd th , 

m taoLceTTh 5 ° blcct m k »P“5 principals 

SlSl dw "r-f “ mer ' ly ,hat »' ensuring for ko 

can rarely be profifcblrto^TTr"* 5 Sl " h * Sh ° rt “ Eh, “ ! P ° 1 ' Cy 
it arouses and , he mana S er m view of the antagonism 

a false move ,s ^ Better tath"™ 1 “ '’‘ P " ted Wh 7 
his principals the credit tat ’ h ' "“" a e er t0 share '" ,h 
the sole blame for h.s failure^ SUC “ 5 “ S ra,h ' r than have <° ,akt 

khoiv7rtXe7“omg77dta7e77n!l by "" tha ‘ h “ prl,mpals 

knows that h„ r “ h ” 

used in the busmens he shnnM k w,td; - ° r abilities which can be 
nns, ness he should encourage them to participate tor 
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the simple reason that it is far better to have them taking part 
in the busmess than playing the much easier role of critics For 
example, if there is a solicitor on the board, a Authority 
managing director should avoid handling legal Sustained by 
matters except in collaboration with him Confidence 

It is obvious that m placing the conduct of a busmess in the hands 
of one man, the principals are staking its prosperity upon his ability 
and subjecting the character of the business to the 
influence of his personahty A manager must be a Leadership 
leader as well as a controller, and his character and 
personality will influence the whole of the organization He rules 
not only by exercising his authonty but also by the force of his 
example and the greater his personahty the greater his influence 
on the staff For instance the manager who is a strict disciplinarian 
will put a premium on discipline and orderliness in selecting new 
employees and promoting existing employees and his assistants 
will consciously or subconsciously copy his methods, so that m a 
short time an atmosphere of discipline and orderliness, with all 
its advantages and limitations, will become characteristic of the 
business 

In the same way, the manager who is of a happy go lucky dis 
position will lead his staff into slipshod methods, the manager who 
is of a quarrelsome disposition will lead his staff into controversial 
and argumentative ways and the manager who is unscrupulous will 
lead his staff into dishonesty and disrepute 

It is therefore necessary for principals appointing a manager to 
consider character as well as ability and make sure that the manager 
they appoint has a personahty in keeping with the ^ {or 

policy they have prescribed for the busmess, and a M«tff ae Jnent r 
character that can with advantage be multiplied and 
reflected in the staff 

It should be unnecessary to add that the manager should be a 
"big** enough man for the part, but it is not uncommon to find that 
a manager has not sufficient personahty to wield the authonty 
gnen him, with the result that his powers are usurped by the more 
ambitious of his lieutenants, and the advantages of undivided con- 
trol are lost For example, if the chief accountant of a business 
has more personahty than the managing director, he may dominate 
the busmess, with the result that the aims and interests of the 
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other sections of the business will be subjugated to those of the 
counting 1 ouse 

In order to illustrate the division of a retail business into depart 
ments and the grouping of departments into sections a chart show 
A Typical in ® ,n s ^ e ' eton ^ orm the organization of a typical 
Organization drapery store is given on page zi It will be seen 
that in this case the business is under the control 
of the managing director and is divided into five sections or groups 
of departments Each section is controlled by an executive who 
is responsible to the managing director for the smooth and efficient 
working of the departments in his section There are thirty nine 
departments each under the control of a departmental manager 
who is responsible to the head of his section of the business 
The selling departments each under the control of a buyer 
are grouped together under a merchandise manager and such 
functions as window displays complaints adjustment 
entraliz»t on and staff control are handled by separate depart 
. . ments This practice is known as centralization 

the object being to relieve the buyers of all administrative functions 
that can be handled collectively by a special department and thus 
ow em to concentrate on their primary tasks of buying and 
selling Generally speaking centralization is practised in a tine 
o prosperity and staff inflation when it becomes necessary to 
Twf the bu > ers of clerical work and they are not likely to 
necessitate! 6 ‘ mitatl ° nS of the,r authont y which such a plan 

wr iStrat r de P artments ar « also formed when functions that 
to talfp „„ r 0mied by principals or their chief executives begin 

to entrnJ\i, 00 mU , C theiC t,me and 11 IS considered inadvisable 
to entrust the work to the buyers 

denartm^ni 10n of , these 50 called non productive administrative 
departments must occas.on additional expense and therefore in 
Decentraiiza imes °* depression and staff reduction the opposite 
hon practice of decentralization may be adopted and the 
tending to wor * c thrown back upon the buyers 

There are many ar° department a more self-contained business 
is inadvisable to *° F 3nd against centralization and it 

without an intimate uf recommendations for a particular business 
Without an intimate knowledge of its affairs and the men concerned 
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Generally speaking, however, the creation of numerous admimstra- 
tive departments is a feature of modem retail business that must 
be regarded with apprehension It often makes a considerable 
addition to the overhead expenses, and therefore places the over- 
centralized business at a disadvantage in competition, and it may 
make for reduced efficiency if the departments are allowed to 
overlap or are placed in the wrong hands 
If the nature of the business is such that certain functions can 
be dealt with collectively by an administrative department with 
Administrative ,m P roved efficiency or greater economy, there is 
DepartiMnts justification for taking the work away from the 
Justrfed bu y ers - hut the management must always be prepared 
to do away with an administrative department that 
ceased to justify its existence, or to exempt from centralization 
a department that requires special treatment For example, in a 
drapery business where separate windows are allotted to the different 
departments and there are no combined displays, the buyers may 
he left to arrange their own window displays, but in a furnishing 
business where combined displays and special exhibitions are neces- 
sary, a separate display department may be advisable It is also 
interesting to note that in some department stores where the prac- 
tice of centralization is earned to extremes, the restaurant is de- 
centralized and the manageress of that department is left to arrange 
displayT Sta a PP° lnlments > cleaning, reception of goods, and 

The grouping of departments shown on page 21 is one that has 
proved successful in a number of businesses, but it is not suggested 
Grouping the * 1 ** 18 a Ppl* cable to any drapery store It would 
Department* impossible to prepare an "ideal" organization 
tinn TTmet k» ' ^ SmtabIe for a "y busmess, because an orgamza- 

btiL-fti! ™' d m "‘ '“»■ condu.ons, the size and type ol 

“ d CkSS «v«d and alsotbe 

Sntrot a m ««ut,ves In the case dictated, the secretary 
an imnortnnt ° adnllmstraf tve departments and thus plays 
other businesses the secretaiyMs^wlf ^ b “ lness ’ bnt ,n ™” y 
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the departments indicated would be included in other sections for 
example, the staff appointments department would probably come 
under the control of the superintendent 
The principles governing this form of organization are merely that 
the business should be divided into a number of departments of 
convenient size, each department dealing with a dis 
tinctive function, under the control of a manager Division 
whose duties and responsibilities are confined to that functions*** 
department In large businesses the departments 
are grouped together under sectional managers in order to relieve 
the managing director or general manager from the handicap of 
having a large number of departmental managers all representing 
different functions, answering directly to him 
The grouping of the departments into sections is governed by 
the nature of the departments and the abilities of the sectional 
managers, it being desirable to keep related departments or depart- 
ments wtik similar iunctions, m the same group 
A department may be placed under the supervision of another 
department m the same section of the business, but it must not 
be placed under a department in another section of 
the business For example in the organization illus- 
trated on page 21, the credit sanction department 
might be placed under the supervision of the sales ledger department, 
as they are both under the control of the chief accountant, but the 


reception of goods could not be brought under the control of the 
bought ledger department, as this would undermine the authority 
of the superintendent 

The titles given to the vanous executives are indicative of their 
relative position within the organization rather than the importance 
of the holder Some business men make it a policy 
to give high sounding titles to their executives, m ^Title-T** 
order to make the business sound important, while 
others consider that the use of high sounding titles makes for Jealousy 
and snobbishness amongst the executives and may lead them to 
expect impossible salaries This explains why the ‘head window 
dresser" of one business may have precisely the same position as 
the "display manager of another similar business, and the head 
clerk" of one firm may have a much better position than the "chief 
accountant " of another 
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CODIFIED DUTIES AND RESPONSIBILITIES 
OF AN EXECUTIVE 

SMITH & BROWN LIMITED MARKET SQUARE LEEDS 
Duties and responsibilities of Mr Alfred Robinson 
Act as clerk in charge of incoming post under the supervision of 
Mr L Frost Manager of the Correspondence Department 
Hours 830am to 6 p m with additional time whenever required 
Office Room 71 5th Floor 


In particular see that the following instructions are carried out — 

All incoming post is to be collected from the postman or the letter 
boxes by a senior clerk of the Incoming Post Room Letter boxes must 
“ and ^equate steps taken to prevent anyone else taking 

All correspondence to be opened and examined immediately in the 
presence of two senior clerks 

All communications to be stamped on the back with the time of 
opening by using the clock stamps provided 

AH envelopes to be attached to the backs of letters 
All communications received to be recorded in the Letters Received 
Book showing the time of receipt kind of communication (letter 
“ rd ^ ,e S ra m etc ) name of sender department to which dis 
tributed and brief particulars of any enclosures 

♦v,t mi r an if eS t0 bc J detached from letters after marking the letters 
with the Cash received stamp and the amount received 
w,fK«fI mttanCeS j ece i^ ed to ^ 1,sted °n Remittances Received Sheets 
address of the sender kind of remittance (cheque 
Z P ^ 3 , tal ** ) and sufficient particulars to show what 

f « r ™ e remittances with list to be taken imraed. 
Port Room* HCad Cwh,er s ° fficc b y a senior clerk of the Incoming 

descnn-hnnVn? c ° nta,n enclosures other than remittances the senders 
rnkTf ™ en 7 03Ure3 are to ** checked and initialed m green 

When enrlrwnr.” 6 descn P tlon3 are to be amplified if necessary 
be SStS JSTJSU ” 111 th ® covering letter this must 

Alkommnnint!, 10 the Onager ol the Correspondence Department 
meStafo? "* recelved are to be sorted according to the depart 

p,SS' y ,a “ ndrt -*“ “ «* >[«“' 

sent^firnMhf refer * to Mvrril departments it must be 

Pl.Se o2, m T nt “*=X*r requiring ,t and the label 

Wta n?iS „ d *“ h D 'pattmenu most be attached 
tune thed™*^ mmunicatmns arrive within half an hour of closing 
warned b^t^W £or whlch the commumcation 13 intended must be 

dlstn bution to the departments must be handed 
“ d m “* ”* “ 
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A considerable amount of work is involved in preparing such lists 
o! duties and responsibilities and organization charts and m keeping 
them up to date and tt is work must !m c close attention because 
the instructions to new executives and res iscd instructions to depart 
ments undergoing alterations must be prepared well in advance 
of the appointments or alterations and must be submitted to the 
management for approval 

The successful working of this codification system and indeed 
of any methods or form of organization depends upon its being 
used by the management The management must 
use the organization otherwise it will merely exist Uon 

in theory and all the benefits of systematic control be Used 
and the co-ordination of departments wall be sacn 
ficed Tor example if the managing director of a business washes 
to give an instruction to the credit sanction department and that 
department comes under the control of the chief accountant he 
should give his instruction through the chief accountant If he 
gives orders directly to the credit sanction clerks he is not using 
the organization and his action wall tend to disorganize the account 
ing section of the business 

This fault of giving orders over the heads of cxecutiv es and there 
fore interfering wath their work is one of the weaknesses most often 
observed in retail organizations not only in the small shops where 
many proprietors cannot resist the temptation to show who is 
the boss but also in big businesses where principals who should 
know better will often give orders to a junior employee without 
consulting any of the executives thus short-circuiting the system 
and ignoring the organization they boast of 

Many people still look upon management as the mere giving of 
orders and imagine that a business should operate like a unit in 
the army in response to a continuous senes of com 
mantis This is the very opposite pnnciple to that 
upon which modem business organization is based 
The object of organization is to divide the routine work of a business 
into a number of jobs which will be allocated to the employees 
best qualified for them so that every operation is someone s re- 
sponsibility The employees are then trained to work without 
constant supervision so that the operations of the business are car 
ned out smoothly continuously and economically Executives are 
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introduced in order to supervise the work of the employees and see 
that a proper standard of efficiency is maintained, and also to deal 
with unusual developments and give special instructions when neces- 
sary, but no one should be employed merely to watch others work, 
and every executive should therefore have definite results to show for 
his own employment The effective force of a business is made up 
of the combined efforts of the employees, of all grades, and economy 
of operation is essential, so that there is no room for “ passengers ” 
The powers of the various executives must be defined by the 
management they must not be allowed to fight for power, or to 
increase their importance by the subjugation of other 
fernal 'strife* ex «c ul ' ves The departments must be departments 
working in co-ordination and co-operation with one 
another for the good of the business as a whole, and not "compart- 
ments’ actuated by selfish motives Broad vision and loyal sup- 
port to all the movements of the business are required of everyone 
in authority The executives are expected to work systematically 
and make their own jobs run smoothly m their absence, for this 
purpose appointing and training assistants to deputize for them 
The narrow minded executive who attempts to make himself indis- 
pensable is a danger to the business and an enemy to himself, for 
the man who cannot be replaced cannot be promoted 
In a well-organized business, provision is always made for the 
training of executives inside the business, so that it is not necessary 
to look outside the business whenever posts of any 
Executives importance have to be filled There are at least six 
advantages in this — 

The first advantage is the encouragement of ambitious employees 
The management that is known to appoint its executives from the 
staff whenever possible attracts a superior type of employee and 
keeps its promising young men whereas the management which 
continually looks outside for its executives is shunned by talented 
youngsters, and discourages its own promising employees, who feel 
that they are in a rut and must go elsewhere for advancement 
The second advantage is that of having a number of young 
executives, trained and ready to take up any post that becomes va 
cant or to deal with any new development Really capable retail 
executives are rarely out of work, and when a man is taken from 
a situation elsewhere and has to give notice to his employers, this 
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These points have been dealt with at some length because there 
are many retailers who overlook them The old saying, " familiarity 
breeds contempt ’ is very true of a retailer and his employees, and 
there are many employers who never look for executive ability in 
their staff It is only when a man leaves to take up a good position 
elsewhere that they begin to appreciate his merits 
It is admitted, of course, that even the retailer who is most 
keen on staff training has to bnng m executives from outside at 
times If there is no employee capable of taking up a particular 
post, or if the post is a new one, representing a novel departure 
for the business, it is better to bnng in an experienced man rather 
than experiment with novices 

The qualifications required of an executive are essentially different 
from those required of a routine worker the best workers do not 
always make the best executives Although it is a 
Qualifications gf ea t advantage if an executive knows how to do 
Management the work of the men under him, this is not essential 
and in many cases, it is impossible The executive's 
task is not to do the routine work, but to see that it is done, and if 
he is controlling a number of skilled men of different trades, he 
may be permitted to judge methods by results He must, however, 
have the gift of leadership and be able to stimulate his staff and 
keep them interested and enthusiastic about their work, and he 
must know how to use their energies to the best advantage He 
must also have a strong sense of responsibility which will enable 
him to appreciate his duty towards his employers, and set a good 
example to his staff 

For the other side of his work— dealing with unusual developments 
and emergencies — he must have knowledge experience, personality, 
tact and common sense a very formidable list of qualifications 
Although study will give an executive technical knowledge and 
knowledge of business methods, he must have administrative ex- 
perience and this can only be gained by shouldering responsibilities 

In training a young executive, the management should build up 
his experience by gradually increasing his responsibilities and re- 
t- - . , , beving him of routine work, so that he has time to 
Responsibility leam ttie lessons of each post he occupies and prepare 
himself for advancement It is vitally important that 
he should have useful work to do all the tune 
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The practice, adopted experiment ill} b} one or two of the 
big stores, of bnngtng in promising >oung men and women of 
' superior type and allowing them to drift about the business as a 
preliminary to taking up minor executive posts is fundamental!} 
unsound, because it gives them no responsibility and teaches 
them to watch others work, a ver} unsuitable foundation for an 
executive career 



CHAPTER III 
PREMISES 

The first practical consideration in the establishment of a retail 
shop is that of obtaining suitable premises in the correct position 
The chief points to be taken care of may be summarized as follows — 
i Location The premises should bring the business into close 
touch with the prospective customers, and be conveniently situated 
for them 

z Address The premises should give the business an address 
which is descriptive of it, and will convey a correct idea of the 
class of business done 

3 Display The premises should have shop windows and other 
facilities for displaying merchandise before passers by 

4 Accommodation The premises should provide adequate space 
and proper conditions for the storage of stock, and convenient work- 
ing accommodation for the salesmen and other employees 

5 Cost. The premises should be obtainable on reasonable terms 
and the annual cost should be within the means of the business 

6 Stability The premises should be a safe investment for the 
retaifer s capital and should give him security of tenure 

The location of shop premises is vitally important, because, to 
a considerable extent, it governs the volume and class of business 
done For example, the trade of many small tobac- 
Location coiusts or confectioners is limited to the custom of 
passers-by, and some of them deliberately seek a 
position in which they will have a stream of passers by to them- 
selves A good example of this specialization by location is seen 
in the tobacconist s shop on a railway platform Such a shop usually 
enjoys a monopoly within the precincts of the railway station and, 
therefore, has a protected territory ’ of its own, but its trade is 
limited to the people who travel by train 
The trade of the average grocers butchers, or fishmonger’s, 
engaged in what is known as “ family business (i e catering for 
local residents), is limited to an area, around the shop, which can 
be served economically by deliveries or rounds ' The furniture 
shop can cover a wider area because its customers are making more 
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important purchases and are therefore willing to make a journcj 
to the shop and the higher average value per transaction permits 
of longer deliver) journeys but the limitation exists and the fumi 
ture shop cannot attract customers or transact business economic 
ally be) ond normal limits 

The more ambitious specialist shop or department store covers 
a wider area by adv crtising its scrv ice or merchandise and inducing 
people to come to its premises but this advertising is expensive 
and the cost of deliver) still has to be reckoned with so tint it 
is essential for such a business to be in a convenient centre 
which customers can easily reach and from which deliveries can 
easily be made 

In these da>s of keen competition advertising cannot mike a 
customer go far out of her way to do her shopping if a retailer 
wishes to do business with Mrs Brown lie must cither 
have his premises where she docs her shopping or c^tres* 
somewhere still more convenient or pleasant for her 
All shopping centres have their own particular characteristics which 
vary according to the number and class of consumers shopping there 
and the extent of competition for their business and in cadi shop- 
ping centre the value of the individual shop sites vanes according 
to the position and nature of premises proximity to car parks rail 
way stations tram and omnibus stops places of amusement or local 
interest and the influence of ncighbounng shops or buildings A 
hundred yards or even less may show a great difference in the 
value of shop sites In some cases so far as business opportunities 
are concerned there is a right and a wrong end of a street and in 
other cases there is a nght and a wrong side of a street 

Generally speaking the position of premises is far more important 
than the nature of the premises themselves it is better to have 
modest premises in the nght place than fine premises in tl c wrong 
place The selection of a site for 1 is enterprise is a vital step for the 
retailer because a mistake may prove fatal or may handicap him 
for years depnving him of the benefit of much of his labour and 
many of his ideas 

Closely allied to the question of location is that of address If 
a retailer is ambitious and proposes to specialize or 
iiive.xO.sfi, VftfiB&mkf he vmkA. %wt cmcW. cot. 
sideration to the address of his premises 


Address 
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Addresses are important because they are descriptive and suggest 
a particular class of shop If a person does not know a shop, but 
is told the address, he will judge the shop by what he knows or 
thinks of the street or place If a middle-class Londoner was 
recommended to a shop in Bond Street, he might condemn the 
shop as "too expensive” without visiting it, and, in the same way, 
he might condemn a shop in the Walworth Road as " too common," 
without investigation There is the further point that customers 
will themselves "advertise" a purchase made m a shop at a good 
address, but will hesitate to mention a shop in a district which they 
consider beneath them 

The Bond Street shop derives some advantage from the fact that 
many of its customers are eager to disclose the name and address 
of the shop they patronize, but the Walworth Road 

VaJuTof"* ! ^°P suffers from the fact that many of its customers 
Good Address keep silent regarding the source of the bargains they 
secure 

In ordinary shop trade, the most favourable position usually has 
a suitable address, but sometimes in choosing between two available 
sites a retailer may be influenced by the fact that one has a better 
address than the other In mail order business, however, the address 
is a matter of first importance and the retailer selling through the 
post, if he is not also a shopkeeper, may decide to have his premises 
near the best source of supply instead of near the most favourable 
market For example, the mail order business offering blankets 
may consider Witney a better address than Bristol, and the one 
offering cutlery may consider Sheffield a better address than 
Birmingham 

Customers are not the only people who judge a retailer by his 
premises and address Creditors, bankers, sleeping partners, share- 
CttfStots holders, and others to whom the retailer will look for 

Influenced b j credit or capital for use in his business will be m- 
renujes fl aenC ed to a very considerable extent by the nature 
of his premises and the terms upon which he holds them 

Trade creditors are often influenced to an unfair extent by a 
retailer's premises They may unwittingly add to the troubles of 
the rash trader who has overburdened himself with fine premises, 
by giving him too much credit, and yet refuse credit to the timid 
man who has kept his capital liquid and economized on premises 
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Tlus may be attributed in part to the fact that credit inquiry 
agents, called upon to report on new businesses, frequently have 
to confine their reports tocommcnt on the premises no other informa- 
tion being available to them The report, the business occupies 
fine premises in a commanding position may be expected to inspire 
confidence, while "the premises are unimportant may decide a 
supplier to refuse to open an account 

Bankers and others called upon to loan money to a retailer arc 
m a position to go more fully into bis affairs but they, nevertheless, 
give first consideration to his premises and in the 
majority of cases the amount of their loans is re- ^security* 
stneted to two-thirds of the value of the premises 
and other ‘ fixed assets ' owned by the borrow cr This attitude may 
seem unfair to the retailer who invests Ins capital in stocks, in 
customers accounts, or hire-purchase transactions rather than in 
premises, but it can be easily understood Freehold or leasehold 
property is a ‘fixed asset" which makes a good security, because 
there is 1 little fear of a sudden fall in value and it is a simple matter 
to create a mortgage or charge upon it which will protect a lender 
from any misappropriation of the asset On the other hand, such 
assets as stocks, book debts, and hire purchase accounts make 
doubtful securities, because they arc constantly changing and may 
be subject to sudden losses or to misappropriation 

In the majority of cases, the shopkeeper must rely upon window 
displays to bring him the advantage of "command- 
ing premises, ’ and it is, therefore, important for 
him to satisfy himself that the windows available 
are suitable for displaying his wares, or can be altered to meet 
his requirements 

Generally speaking, shop frontage to-day means window frontage, 
and, in considering the value of premises, a deduction must be 
made in respect of any 1 blind wall which cannot be used for dis- 
play purposes Landlords will often advertise comer premises as 
having shop frontage to two streets, but this is only a correct 
description if there are display windows on both streets If a blind 
side wall can be used for signs or posters, it may have advertising 
value, but it is not shop frontage Comer premises giving shop 
itonteige to two streets are mued suugfit arttr fly retaribrs, owing" 
to their obvious advantage for display purposes, and the fact that 
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they appear much larger than premises of the same size in the 
middle of a row of shops 

The shopfront and general appearance of the premises must be 
m keeping with the particular trade and the merchandise dealt in, 
and must also be suited to the class of customer catered 
°p ron 1 j or j usl as judge a stranger by his face and 
clothes, they will judge a shop by its premises and general appear- 
ance, and a golden rule applicable to nearly all cases is to make the 
premises typical of the trade 

In recent years there has been a strong tendency towards a drab 
uniformity m shopfronts, due to the restrictions imposed by landlords 
owning rows or "parades* of shops and also to the development 
of department stores, which adopt the ' palatial 1 style of building 
in order to get over the difficulty of suggesting several different 
trades in one shopfront It has been left to the multiple shop 
companies to lead the way in distinctive shopfronts specially suited 
to their particular trade, and they have benefited very considerably 
by so doing 

By adopting a distinctive shopfront and using the same style 
and colours at all their branches the multiple shop compantes not 
only have the advantage of shopfronts which suggest 

Distinctive t JT >c °* business done but also the advantage 
Fronts that the branches all advertise one another Their 
customers soon come to associate their shopfronts 
with the name of the shop and the goods and service to be had there, 
and will enter any branch without hesitation, knowing just what 
goods and service they can obtain and what prices they will have 
to pay 

Originality or distinctiveness in a shopfront is very desirable 
and may be used to suggest the trading policy of the shop For ex- 
ample, the fancy goods shop selling novelties for presents may adopt 
some futuristic type of shopfront, while the shop selling antique 
furniture may reproduce a shopfront of some early period There 
are, however, two important stipulations to be met in designing 
an original or unusual shopfront first, it must not detract from 
the efficiency of the shop as a place of business, and, second, it must 
not make shopping embarrassing to the customer Self-conscious- 
ness may prevent many people from entering a shop which presents 
wnsnal. vpjftaOTJfift. 
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Position is so \itally important in selecting site* that practical 
considerations of accommodation often have to take second place 
Tew retailers are fortunate enough to obtain ide:d ^ rtimoda 
premises in the ideal position, but shopfitters and tl0n 
builders specializing in shop alterations can do a great 
deal towards turning unsuitable premises into something approach- 
ing the ideal The average retailer cannot claim much experience 
of planning shop premises, as he ma> only be faced with the problem 
of arranging new premises once or twice in a long career In spite 
of this, retailers are surprisingly reluctant to obtain expert advice 
on their accommodation problems, and one often finds them carrying 
on for j cars in unsuitable premises which could casil> be adapted to 
their particular requirements or rejecting att ractiv e offers of premises 
which require a little alteration to meet their particular needs 

It is a measure of economy to entrust the planning and equipment 
of a shop to a firm specializing in shopfitting for the particular 
trade, because they know how to economize selling £ ^ 
and storage space, how to tuck boilers, ovens, shopfi'ur* 
refrigerating chambers, goods lifts, and other service 
items, in odd comers, how to make the most of available daylight, 
and arrange for economical electric lighting, how best to ventilate 
and heat the premises, and where to place entrances, doors, windows 
and counters to the best advantage, whereas a local builder may 
waste considerable time, money, and space through ignorance of 
the particular trade or of the latest devices 

Lconomy of space is a vital point m planning shop premises, 
because it means economy of rental and other annual 
charges Most retailers have an exaggerated idea of 
the amount of space they require, and an expert shop 
fitter can often accommodate them comfortably in premises they 
would condemn as too small 

Storage space for stock must not be skimpcd^-otherwise the 
retailer will be unable to obtain quantity discounts by making bulk 
purchases, and he may lose sales through not having a sufficient 
variety of stock — but by the skilful arrangement of shelving and 
cupboards each square foot of floor space available for storage may 
be made to accommodate the maximum possible quantity of stock, 
and, at the same time, the stock can be protected from dust, damp, 
and other nuisances 
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The majority of retail shops to-day are ground floor businesses 
and many valuable upper floors and basements in busy shopping 
centres arc osed for lumber or axe sublet to little 
"“ST advantage Yet the cost of fitting passenger lifts is 
now very reasonable and in many trades customers 
arc attracted by the comparative privacy of an upstairs showroom 
as long as they do not have to climb upstairs to it Since shop 
values or rentals are usually based on the ground floor area 
ability to make use of upstairs showrooms may mean a consider 
able saving in the annual expenses and the cost of installing a lift 
may be recovered in a very short time 
The use of upstairs showrooms becomes particularly desirable 
in dealing with better class customers who do not like to rub shoul 
ders with one another when shopping or to see a variety of goods 
jumbled together A better-class business needs much more floor 
space than a working class one with the same turnover and as the 
premises must be in a fashionable shopping centre it is imperative 
to economize in ground floor space Nine out of ten of the un 
«• ccessful better class businesses are crippled by high rentals and 
incidental expenses of premises 

The ambitious retailer may be tempted to think big and secure 
the best premises available for his venture but he must judge all 
premises in relation to the cost The best premises 
Premises available may be the cheapest but the retailer cannot 
take this for granted He must do hts best to find 
out what the premises are worth to him per annum and compare 
this with the annual cost 

The value of premises to a retailer must be estimated according 
to the amount of business he expects to transact there Any prestige 
fine premises may give him is only valuable in the long run if 
it brings him sales to swell his turnover 
Rent municipal and water rates lighting heating repairs and 
maintenance and other premises expenses represent only one 
group of the expenses which a retailer has to bear out of his gross 
profit and as his gross pr< fit is limited to a percentage of his 
turnover his premises expenses should also be limi ted to a percentage 
of his turnover in a normal year Heavy premises expenses are 
a great danger to a speculative business in which the turnover Sue 
tuates considerably because these expenses are of a fixed nature 
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and cannot be reduced in times of depression Furthermore, land- 
lords, rating authorities, and gas and electricity undertakings make 
very awkward creditors, owing to their nght to levy distress or 
withdraw essential services 

It is impossible to say what percentage of his turnover a retailer 
can afford to spend in premises expenses without going fully into 
his policy and profits, but it is probable that the 
average percentage in normal and successful retail Percentage of 
businesses is about five per cent The small shopkeeper TurnoTer 
with experience considers that in a shop costing 40s 
per week for rent, rates water, lighting and heating, he ought to 
do at least £40 per week in business 

Peculiar conditions will tend to increase or decrease this percen- 
tage The exclusive high-dass business with expensively furnished 
premises in a fashionable quarter may have to provide 10 per cent 
of its turnover for premises expenses and obtain gross profits 
sufficiently high to cover this On the other hand, the department 
store or specialist business which supplements its ‘counter" trade 
with mail order business, and contracts and orders obtained by 
canvassing may be able to limit its premises expenses to 2} per 
cent of the turnover 

In the case of ordinary counter sales, " quick trade," where the 
shop is busy all day long, means a low percentage of premises expenses 
to turnover, and '* slow trade, where the shop only TrjU]e 

has customers at intervals during the day, means a high and 

percentage of premises expenses to turnover This is SIow Trade 
compensated for by the fact that gross profits arc usually higher 
in a slow trade than they are in a quick trade 

The number of transactions a shop handles per day vanes prin- 
cipally as between different trades , for example, one cannot expect 
a china shop to have trade as quick as a tobacconist’s, or a millinery 
shop as quick as a confectioner's It also vanes between different 
classes of customer , the better the class of customer the slower the 
trade 

Apart from these considerations, however, trade vanes very con- 
siderably according to position, and it is in this respect that the re- 
tailer seeking premises is faced with the problem of relative values 
He ensf tisw A? cibsw*? bstn&sn {1} expen •s.'fv pnemisay m a Savour* 
ite shopping centre, promising quick trade, and (2) cheap premises. 
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a little out of the way, in which trade will probably be slow The 
difficulty is to estimate what \olume of turnover may be expected 
from each shop, in order to see which premises offer 
C °vSu«* Te t ^ ie lower percentage of expenses to turnover and, 
therefore, the better value In this connection, it 
is important to note that it is far easier for an experienced retailer 
to estimate his probable turnover in so called "expensive’' premises 
than m so called ‘ cheap" premises The expensive premises will 
usually be in a shopping centre of proved business value and have 
a past record to guide a prospective occupier, whereas the cheap 
premises may have no commercial value at all He has to find out 
why the premises are expensive or cheap before he can consider 
whether they are expensive or cheap for his purpose 

In prospecting for new premises, multiple shop companies go to 
great pains w order to sum up the relative values of the available 
sites They soon become known as buyers of good 
Studying s hop properties and are therefore, inundated with 
Site* ' offers, but they proceed cautiously and usually act 
through agents who conceal the identity of their prin- 
cipals until negotiations are completed If the multiple shop company 
disclosed its interest earlier in the proceedings prices or rentals 
might harden against it and other multiple shop companies might 
discover its plans 

Prospectors for multiple shop companies pay particular attention 
to four points (i) the number and class of people passing by the 
premises under consideration (2) the number of competitive shops 
in the immediate neighbourhood and their volume of trade , (3) the 
past history of the premises and (4) possible changes or develop- 
ments in the neighbourhood 

They may station men in the street to count the number of per- 
sons passing by a shop during a busy shopping hour, reporting on 
their class and characteristics, or to count the number of people 
entering competitive shops Multiple shop companies do not take 
stock of possible competitors because they are afraid of competition , 
they look upon a successful competitive shop as evidence of business 
being done and therefore they consider that the more successful 
competitive shops there ate already m the neighbourhood, the betteT 
their chance of success with a new shop, provided they can place 
their shop in a commanding position They rely upon their 
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class retailing, and public parking places bring a great deal of 
business to nearby shops 

New shops being erected as part of a new township or building 
scheme present a problem to retailers The rents asked by the 
estate companies are often high and the volume of 
S Towmhif« W busmess to be obtained is difficult to estimate Specu- 
lative builders often fail to carry out the greater 
part of their ambitious schemes, so that the completed township 
may be much smaller than the shopkeepers have been led to expect. 
In any case, the shopkeepers will have to wait for the houses to 
become occupied before tbey can secure a remunerative volume 
of business There is the further point that these new townships 
often adjoin popular shopping centres, so that the mam street of 
the new township may never become a shopping centre 

It is interesting to note that multiple shop companies often secure 
sites for shops in new townships immediately work is begun on the 
housing scheme, but do not build and open their shops until the 
houses aie nearly all occupied, which may be several years after- 
wards. In this way they secure the most commanding sites in the 
townships on favourable terms because the people developing the 
estate are anxious to show some sites as having been taken by 
important retailers Other retailers take shops and slowly work 
up trade whdt the houses are being built, and when the multiple 
shop company sees a remunerative volume of business being done, 
it develops its own superior site and sets out to capture the trade 
A retailer who is amongst the first to open shops in a new district 
and give service to the new settlers may, of course, build up a 
very valuable local goodwill which will be proof against the attacks 
of competitors who come along later, and any money he loses in 
trading while the estate is being built may turn out a very profitable 
investment 

There are, however two very important points for him to bear 
in mind Tirst, he must select his site with great care, obtaining 
the most prominent position he can, in order to guard 
for*pioneers against losing his connection later to a more favour- 
ably situated competitor A retailer with bargaining 
ability, who is willing to open a shop at once, should be able to 
obtain even more favourable terms than a multiple shop company 
buying a site tor development at some time m the future, because 
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the estate company must provide its early settlers with shopping 
facilities If he is renting the premises he may be able to secure 
them at a nominal rental for the first year or two and may be able 
to secure the landlord s undertaking not to let neighbouring shops 
to competitors in hts trade 

Second he must have sufficient working capital to cover his ex 
penses until the volume of business reaches a remunerative level 
Many thousands of shopkeepers have failed through not having 
sufficient capital to carry them over this period of unprofitable 
trading, or through entering into agreements to pay high rentals 
for premises m new estates which have not been developed to the 
extent promised This explains why so many newly erected shops 
change hands several times before they settle down to the continuous 
occupation of a successful retailer In the meantime either the 
rentals drop to an economic level or the volume of trade becomes 
sufficient to cover the rentals 

The shopkeeper s goodwill is so closely attached to lus premises 
that it is vitally important for him to obtain as strong a hold as 
he possibly can upon them The ideal way for a re sublIlty 
tader to secure his premises is of course for him Freeholds 
to purchase the freehold so that the property belongs 
to him and if his activities result in appreciation in its value he 
will have the full benefit He will also be free from landlords 
restrictions and able to use the property as he thinks fit carrying 
out alterations repairs and decorations as and when he wishes 
These advantages should m the long run compensate the retailer 
for tying up part of his capital in the purchase of the property which 
as an investment may be less remunerative than an investment 
in trading stocks or accounts 

In considering the purchase of property as an investment how 
ever it is important to note that the yield or annual percentage of 
return on investment may be increased by mortgaging the property 

For example a retailer paying £210 per annum rent for _his 
premises might be able to purchase the freehold for £3 000 This 
represents a yield of 7 per cent per annum which Mertg#gmg a 
many retailers would consider unattractive It is Freehold 
however possible to mortgage freehold property for 
at least two thirds of its value at a rate of interest considerably 
lower than that paid on commercial loans and the above retailer 
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should be able to borrow £ 2,000 by creating a mortgage on the 
property 

If he obtained this money at 5 per cent interest, or £ 10 0 per 
annum, it would reduce his investment in the property to £ 1 , 000 , 
on which he would receive a yield of 11 per cent per annum, made up 
as follows — 

l 

Rental value zio per annum 

Less Mortgage interest 100 

Return on capital £110 

Capital invested £1,000 

Return equals 11% . 

Fixed loans on mortgage are obtainable from insurance com- 
panies or from family solicitors who have trust funds for investment 
Many important shopping centres form part of large estates the 
owners of which will not part with the freehold of any single 
property In these circumstances, the more wealthy 
retailer secures what is known as a ’ building lease" 
of a site and erects his own premises Under the 
common form of building lease the tenant agrees to erect buildings 
of a certain minimum value in accordance with plans approved by 
the landlord, to keep those buildings in good condition during the 
period of the lease (usually 99 years) and at the end of that tune 
to hand them over to the landlord The tenant pays the landlord 
an annual "ground rent which naturally depends upon the 
importance of the site, and he may also have to pay a substantial 
" premium ' or capital sum for the lease, especially if the site is in 
an established shopping centre 

In view of the fact that he must hand the site and buildings over 
to the landlord on the termination of his lease, and thereafter will 
have no rights in the property, the holder of a budding 
of Leasehold* lease must consider his investment in it as a ’ wasting " 
asset and gradually wnte down its value so that when 
the lease does expire it will no longer appear as an asset m his ac- 
counts This is done by charging off as "amortization of lease- 
holds" in each year s accounts a proportion of the cost of the 
property 

In some cases, particularly in developing new townships, landlords 
build shops to suit the first tenants and sell them 99 years' leases 
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Another disadvantage of bank overdrafts is the tendency of banks 
to call for repayment m times of depression They have been com- 
pared to friends who lend an umbrella dunng fine weather and ask 
for its return when it rams, inasmuch as they regard all loans as 
temporary and are prone to encourage borrowing in good times and 
to press for repayment and refuse further accommodation whenever 
money becomes ‘tight " 

The withdrawal of credit facilities by an apprehensive banker 
may be a death blow to a struggling business, and it is, therefore, 
advisable for the trader with limited capital to exercise caution 
in dealing with his bankers He must never take their continued 
co-operation for granted or use money borrowed from them in 
any speculative venture 

The purchase of shop property is an operation for which the 
retailer will require all his wits about him, for there are many 
pitfalls to be avoided, and bargaining ability and 
B Property^ strategy will make a gTeat difference to the price paid 
Property owners can be divided into two types— 
investors and speculators Most of the property held as an invest- 
ment is managed by solicitors or agents on behalf of trusts, public 
bodies, or wealthy landowners and such people are not keen on 
disposing of separate properties excepting when money has to be 
found for estate duty or some other demand upon the owner Their 
aim in managing property is to secure a steady income for their 
clients, and they take very little notice of market conditions and 
fluctuations in values This means that if property is improving 
in value they may be letting, or even selling, for less than the 
current value but if the property is deteriorating in value, one may 
find them holding out for rents or pnces that are no longer justified 
It will be understood that the value of property does not stand 
still Under normal circumstances it gradually reduces as the prop- 
erty becomes old and the time approaches when new money will 
have to be invested in rebuilding or redeveloping it Exceptional 
conditions, relating to business opportunities, may however, cause 
shop property values to rise steadily or suddenly and, in the case of 
freeholds, increases in the value of the land may more than offset 
the depreciation in the value of the buildings 
Speculators in shop properties are usually persons of compara- 
tively limited means who are out for quick profits They seek to 
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take advantage of ever) opportunity that presents itself in the 
shape of abnormal market conditions the forced sale of property 
previously held for investment or the eagerness of a speculators 
shopkeeper to secure a good site in Shop 

Speculators cannot afford to hold properties long Pro P««y 
because this means that their capital and credit are tied up and 
they lose opportunities Because of this they may have to un 
load at a loss in times of depression In times of prosperity it is 
usually better to deal with the investing owners but in times of 
depression there may be a decided advantage in dealing with the 
speculators 

Owing to the close relations existing between many estate agents 
and speculators a retailer should never confide his ambitions to 
a strange estate agent or show enthusiasm for a property offered 
him Furthermore he should never buy property in a hurry which 
means that if he knows that he will have to find other premises 
at some time in the future he should start looking for them several 
years before that time By playing a waiting game the retailer 
can not only negotiate in a casual critical manner which is likely 
to keSp prices low but he can also be ready to take advantage of 
bargains that result from forced sales occasioned by estate duty 
claims or speculators troubles 

It has become the practice for properties scheduled for disposal 
to be put up for sale by auction in order to feel what demand 
there is for them but as it is customary to put a 
high reserve or minimum selling price on them Aurtiorf 
experienced buyers rarely take any interest until after 
the auction sale when if the property has not been sold and the 
contemplated sale is a forced one the owners should be m a mood 
for sacrifices and a buyer can make an offer based upon his own 
valuation of the property 

The retailer will do well to employ expert surveyors to inspect 
properties for him and advise as to their condition 
and value and also to employ solicitors specializing ^"surreyors 
in conveyancing work to examine the vendors title 
to the property Any attempt to save professional fees in buying 
graij/irtvie, viAmA te. swat awi foolish 

A surveyor can often see possibilities the average retailer would 
not suspect in a property Although spick and span premises may 



RETAIL MANAGEMENT 


look more attractive property which has been neglected often makes 
a much better purchase and a suneyor may be able to show how 
to bring the premises up to date and greatly increase their value 
by quite a modest expenditure For example it may be possible 
to turn a blind wall into shop windows to turn living rooms into 
showrooms or to extend the ground floor showrooms at the rear 
Unimportant businesses often hold valuable properties or tenan 
cies and it may pay the retailer to purchase a neglected business 
not necessarily in his own trade in order to obtain its premises 
The retailer who is unable to purchase the freehold or leasehold 
of his premises must be content with an ordinary tenancy agree 
ment for a term of years If be is convinced of the 
Agreements va ' ue of premises he will naturally press for as long 
a tenancy as he can obtain but he may wish to hare 
the right to curtail the tenancy if it proves unsatisfactory to him 
Tor example he may obtain a twenty one years agreement with 
power to terminate the tenancy at the end of seven or fourteen years 
Such agreements usually restrict the tenant s use of the premises to 
forms of trading approved by the landlord prohibit the tenant from 
altering the premises m any way and impose upon the tenant obhga 
tions in regard to periodical decoration and repairs and the payment 
of municipal and water rates and other premises expenses 
Small retailers dread a repairing lease or agreement in which 
they undertake to execute necessary repairs to the premises but 
few landlords will agree to keep shop property in 
to* Jtepafr 1 re P alr and those who undertake to do so often ask 
a much higher rent and do as few repairs as they 
possibly can so that the retailer may be better off with a repairing 
lease He should however protect his interests by submitting the 
agreement or lease to a reliable solicitor for scrutiny on his behalf 
Although tl e landlord s solicitor may be of unquestionable integrity 
it must be remembered that he has to look after his client s interests 
and make the most favourable agreement he can from the landlord s 
point of view The wording of the agreement is all important and 
an extra clause inserted as a try on by the landlord s solicitor 
and passed by an unsuspecting tenant may greatly increase the 
tenant s obligations 

For example in the ordinary form of shop tenancy agreement 
the tenant usually undertakes to paint gram varnish paper 
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whitewash, and cleanse the premises and the fixtures, fittings, and 
appurtenances thereto," but the landlord s solicitor may try to add 
''amend, renew, uphold, support and maintain the drains, sewers, 
water courses, and walls ' Tins is an undertaking applicable to 
building leases which a tenant entering into an agreement for 21 
years or less should avoid giving because it might involve him in 
\ery heavy expenses for structural repairs or modernization of 
drainage 

Another important matter is the provision for reinstatement of 
the premises after a fire In most cases the landlord or Ins agent 
insures the premises and recovers the premiums from 
the tenant as they are paid In these circumstances R ^j“ t *y^ e ent 
the agreement should stipulate that in the event of 
the premises being damaged or destroyed by fire the landlord will 
reinstate them at once, and that if the moneys recovered from the 
insurance company are insufficient for tins purpose ho will make 
good the deficiency out of his own pocket 

If the tenant anticipates spending a considerable sum in fixtures 
which would attach to the property and, therefore become part of 
the premises, he must remember that they have to t F(JrtUfes „ 
be left for the landlord when he gives up the premises 
He may be able to arrange for the landlord to pay at least 
part of the cost, either at the time the money is spent or when the 
premises are given up at the end of the tenancy Such an arrange 
nient should be negotiated by the tenant s solicitor and confirmed 
in the tenancy agreement 

The position of tenants of business premises in England and Wales 
has been somewhat improved by the passing of the Landlord and 
Tenant Act of 1927, which enables a tenant whose 
lease or tenancy agreement is expiring to claim, in a „d "Tenant 
certain circumstances, either a further lease or, as an Act, 1927 
alternative, compensation for the value of improve- 
ments made to the premises by the tenant, and for the value of any 
goodwill which the tenant s activities have attached to the premises 
The Act applies to all premises used for carrying on a trade — 
including shops, offices warehouses and factories — irrespective of 
the value of the premises or the length of the tenancy, but it will 
be seen later that a minimum of five years’ occupation is necessary 
fiefore certain of its benefits can be obtained 
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Although this Act was designed to protect tenants from 
victimization by landlords, it is a very complicated measure, con- 
taining many loopholes for landlords, and is not nearly so helpful 
as some retailers may imagme 

The Act determines the procedure to be followed by a tenant 
claiming a further lease or compensation for improvements or good- 
will and it sets up the local County Courts as tribunals for the.settle- 
ment of controversies in respect of such claims In deciding whether 
or not a tenant should be granted a further lease against the wish 
of his landlord, or whether as an alternative to a further lease be 
should have compensation for improvements or goodwill, the Court 
takes into consideration not only the circumstances of the tenant 
but also those of the landlord 

For example the Court will not grant the tenant a further lease 
if the landlord requires the premises for his own occupation, or if 
the premises are to be rebuilt or included in some 
Renewal* redevelopment scheme, and, where a further lease is 
Lease granted the rental fixed by the Court may not be 
what the tenant can afford to pay but what the land 
lord can obtain from some other prospective tenant A compulsory 
renewal of a lease must not be for more than 14 years— the period 
is fixed by the Court — and when this period expires there can be 
no further compulsory renewal 

In the event of a further lease being refused or the tenant volun- 
tarily giving up the premises at the end of the tenancy, he may 
have a claim in respect of improvements made to 
Con,P f« atl ° n t ^' e P rem,ses for the purpose of his business, but such 
Improvements improvements must have been made Since the 25th 
March 1928 (the date when the Act came into opera- 
tion) and at least three years before the termination of the tenancy 
Furthermore, the improvements must have been made with the 
consent of the landlord or by the authority of the Court The pro- 
cedure is for the tenant wishing to make an improv ement to send 
full particulars to the landlord If the landlord agrees to the im- 
provements being made or makes no objection within three months 
the tenant proceeds with the work, but if the landlord objects, the 
tenant applies to the Court for authority to carry out the improve- 
ments, which authority will be tefused if the landlord s objection is 
upheld by the Court 
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There are a number of grounds on which a landlord maj success 
fully object to improv emcnts being scheduled for Land]ord s 
compensation for example if they do not relate to objections t 
the tenant s business if they do not add to the value imp rore 
ot the premises to the landlord for letting purposes or 
if they are trade fittings which the tenant would be entitled to 
take away when he vacated the premises 
Where improvements are to be made the landlord may elect to 
have the work earned out at his expense and charge the tenant a 
reasonable increase in rent 


If a tenant taking premises undertakes to do certain work as a 
condition of his lease or agreement this work cannot be considered 
as an improvement for the purposes of compensation Buildings 
erected under a building lease are therefore not improvements 
Where compensation is payable the amount is limited to the 
capitalized value of the net addition to the letting value which re- 
sults from the improvements or the amount it would have cost 
to carry out the improvements at the end of the term whichever 
is the smaller The amount of compensation thus depends upon 
how much the landlord gains by them not upon how much the 
tenant loses If the premises are to be demolished at the termina 
tion of a tenancy no compensation for improvements will be payable 
because the landlord will not benefit by them 
Compensation for loss of goodwill can only be claimed when the 
business has been earned on for at least five years and the landlord 


refuses to grant a further lease It is limited to the 
amount which the tenant s activities have added to 


Compensation 
for Goodwill 


the value of the property to the landlord for letting 
purposes If the goodwill is solely due to the situation of the 
premises or to the landlord s action in protecting the busmess from 
neighbouring competition the tenant cannot obtain compensation 

A landlord may combat a claim for compensation for goodwill 
by offering the tenant alternative accommodation m neighbouring 
premises and a tenant who is awarded compensation for goodwill 
may have to give an undertaking not to engage in the same trade m 
the same neighbourhood 

Compensation for goodwill will not be allowed when the busmess 
is professional as distinct from trade or where it consists of * 
letting of residential flats nor will the claim be successful 


s— 
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premises belong to a Government department local authority 
chanty railway or other public undertaking which requires the 
premises for its own use 

It is important to note that where a tenant s lease or agreement 
is coming to an end and he wishes to claim a renewal or compensa 
Not ee Of tl0n £ ° r m, P rovemei ’ts or goodwill he must give the 
Cla m landlord notice of his claim at least twelve months 


before the termination of his tenancy Where the 
tenant gives the landlord notice to quit or the landlord gives the 
tenant notice to quit notice of claim must be given to the landlord 
within one month after service of the notice to quit A claim for 
improvements (but not a claim for goodwill) can be made even where 
the tenant gives notice to quit The tenant should go to a solicitor 
specializing in landlord and tenant cases m ample time before 
notice has to be given so that the solicitor can give full considera 
tion to the case and advise as to the best course to pursue 
The Landlord and Tenant Act 1927 also granted relief to tenants 
in two other matters which have caused a great deal of trouble 
to shopkeepers 1 e dilapidations and the right to 
DUpd.toru ass gn a tenancy It provides that where premises 
4 M are b ' dem ohshed on the termination of a tenancy 
the tenant will not be liable for dilapidations in respect of breach 
o covenants to repair and that where structural alterations are to 
be made the outgoing tenant will not be liable for dilapidations 
or repairs which the alterations would render valueless This puts 
an end to the objectionable practices of certain speculators who 
ought reversions on leases from ground landlords and bulbed the 
outgoing lessees Into paying large sums by way of damages for 
dilapidations The speculators then offered the property for sale 
as a u ing site so that the dilapidations money they received 
was rarely spent on repairs 

The Act also stipulates that penmss.on for a tenant to assign 
his lease must not unreasonably be withheld by the landlord This 
As. anment "'f™ that ,E a retailer is disposing of his business 
of Tenon ey and the purchaser is a suitable tenant the landlord 
cannot refuse to accept him if proper notice ol the 
assignment is given and the landlords legal expenses of givmg 
consent to the assignment are paid 
This puts a stop terthe practice of some landlords who insisted 
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upon tenants guaranteeing the rent after the> had assigned the 
premises although of course a landlord may still reasonably 
insist on such a guarantee being given if the tenant wishes to assign 
the lease to a person who is an unsuitable tenant 
It has already been pointed out that the decoration and equip- 
ment of retail premises are best left to experts but as this is not 
always desired it may be advisable to provide a few 
general notes on the subject Decorat on 

Retailers who appreciate the power of environment a "f 
endeavour to create a pleasant and comfortable atmo- 
sphere in decorating and furnishing their shops If the surroundings 
are bright and congenial customers will be in a better mood to buy 
and salesmen will be in a better mood to sell In this connection 
particular attention must be paid to the lighting heating and 
ventilation as these are vital factors affecting the health and 
efficiency of the staff and the temper of the customers 
The use of artificial lighting during the day should be avoided as 
much as possible by the provision of the maximum 
number of windows roof lights and reflectors as Lighting 
apart from the need for economy working continu 
ously in artificial light has a devitalizing effect upon the staff 
The electric lighting should be indirect free from glare or flicker 
mg and evenly distributed to avoid shadows Powerful ceiling 
lamps are much preferable to a large number of small lamps 
For heating purposes the commonly used system of hot water 
circulation through boilers and radiators is still the most effective 
and economical available and has the advantages of 
cleanliness and safety Thermometers recording the Heating 
temperature of the outgoing and returning water 
should be attached to the boilers and care taken to maintain the 
temperature at a level comfortable for working avoiding overheat 
mg and sudden changes 

The ventilation of extensive premises may present a difficult 
problem and necessitate the use of concealed fans for drawing off 
stale air and pumping in fresh air which has been heated or cooled 
to the required temperature 

In selecting such essential items as counters facias sunblmds 
floorcloths carpets window fittings scales and shelving the re 
tailer will be well advised to deal only with suppliers with an 
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established reputation and to buy the best quality he can afford, 
so that his shop will be given a dignified and prosperous appear- 
ance and he will not be troubled with early renewals 
Furniture and soon ^ becomes known in the trade that he is 
Fitting* shopfitting he wiU probably be inundated with offers 
of business machines and novel shop fittings all of them attractive, 
but many of them costly and of doubtful utility The safest way 
to select this class of fitting is to ask to be allowed to have them 
on free tnal for a month, on the understanding that if their utility 
does not justify their purchase they need not be kept. Most of 
the suppliers are agreeable to this test 

In organizing a retail business of any size, it is very important 
to delegate to some conscientious individual the responsibility of 
seeing that the premises and all fixtures, fittings, 
tf*PremEta* furnishings, and equipment are kept m good condition 
and repair Dilapidations are cumulative and neglect 
of necessary repairs may lead to senous damage For example, a 
defective gas fitting may lead to an explosion, wom-out electnc 
wiring may lead to a fire, and a leaking tap may lead to falling 
ceilings and damaged stock 

Such items of equipment as lifts, boilers, and fire-fighting appli- 
ances and vacuum cleaning, refrigerating and ventilating plants 
depend for their efficiency upon their receiving regular and intelli- 
gent attention Yet in many quite large shops there is no provision 
made for this and such items are neglected until they draw atten- 
tion to themselves by failing to function 
In extensive premises there is work for a "Premises Department" 
or " Maintenance Department, controlled by a man of the practical 
and versatile foreman type and employing a skeleton 
Premise* artisans, eg plumber, electrician engineer. 

Department pamtei and carpenter The premises manager may 
also control the doormen, timekeepers, firemen, 
messengers cleaners, and the detectives employed to watch for 
pilfering and shopkfting 

A programme of periodical inspection and maintenance should 
be drawn up and the work divided among the premises staff, 
every item of equipment being made someone s responsibility. 
When decorations, alterations or repairs on a large scale have 
to be executed, the skeleton staff may be augmented by bringing 
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in temporary men of the trades required Each artisan regularly 
employed will then become responsible for the work of the temporary 
men of his trade 

The retailer whose premises are not large enough to justify the 
regular employment of maintenance men may be well advised to 
arrange with some local firm of builders for regular inspection and 
maintenance service by yearly contract the terms for which are 
usually quite reasonable The cost of such a service may be covered 
many times over by the breakdowns avoided and repair bills saved 
on the principle that a stitch in time saves mne 
At the same time the retailer will need to make adequate arrange 
ments for the cleaning of his premises for dust and litter are deadly 
enemies to his stock and therefore to his goodwill and profits 
An electrical vacuum cleaner of the portable type with flexible 
hose is recommended for the removal of dust as sweeping does 
more harm than good by raising the dust Care should v#cuum 
be taken to see that the cleaner selected is powerful cleaners 
enough to draw out dust and litter from crevices and 
comers and to clean carpets without damaging the pile 
In large shops it may be advantageous to use a central air suction 
pump or blower,” connected by tubes to points in various parts 
of the building, from which flexible hoses can be run for cleaning 
purposes An installation of this kind can be used In conjunction 
with a cash tube system 
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BUYING 

The function of buying is that of providing the shop with adequate 
supplies of merchandise for display and sale, m an attractive variety 
that accords with the policy of the business 

There are three factors in buying — 

X. Study of demand, 1 e study of the customers’ requirements 
and preferences 

2 Study of supply, 1 e study of the goods and the sources from 
which they can be obtained 

3 Organization of routine, i e arrangement of systems for order- 
ing goods, receiving them into stock and checking the suppliers’ 
Invoices 

Whether or not a buyer is entrusted with the supervision of 
selling operations, he must keep his eye on the selling side of the 
business, paying attention to changes in public taste 
Demand* an< * fluctuations m demand as well as to changes in 
design and fluctuations in wholesale prices Good3 are 
only attractive to a retailer if they are attractiveJo his customers, 
and wholesale bargains are only bargams-to a retailer if the goods 
can readily be sold to his customers at a fair profit 

The study of the customers’ requirements is dealt with first in 
this chapter because it is first in importance, more important even 
than the study of sources of supply The buyer who is not fully con- 
versant with sources of supply may lose some profit through not 
buying at'the right price, but the buyer who is not fully conversant 
with the customers' requirements and preferences may accumulate 
"dead stocks” and make total losses through buying unsaleable 
goods This explains why, generally speaking, salesmen make better 
buyers than do factory men 

The policy of the business and, in the case of a 

Reaponsibibty department store, the “boundaries' of his depart- 
ment direct the buyer as to the customers he shall 
cater for, and the limits of the range of merchandise he shall 
offer them, and he has to interpret this policy in terms of actual 
56 
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merchandise He has not only to visualize the needs and tastes of his 
customers' but also to anticipate them In other n ords he has not 
only to know what they want but also what they would like 
The buyer shoulders a very heavy responsibility in this respect 
because the goods displayed and advertised are taken out of his stock 
and therefore his interpretation of the policy in terms of merchandise 
governs the displays and advertising If owing to errors of judg 
ment on the part of a buyer displays and advertising are devoted 
to unsuitable goods money and opportunities will be wasted 
Purchases made by retailers can roughly be divided into four 
categories (i) stock lines regularly purchased in large quantities 
and always held in stock (2) new lines purchased 
for stock in moderate quantities with a view to Slpurchue 
testing their suitability (3) lines not stocked or 
vanations on stock lines purchased specially for individual cus 
tomers (4) novelties and job lots bought to give interest and 
attraction to the displays The volume of purchases in each category 
depends upon the trade and class of business and the policy 
In the majority of retail businesses stock lines or bread and 
butter lines as they are called predominate and account for the 
bulk of the turnover Character is given to a shop 
by the goods it stocks and also by the deliberate Stock Lines 
omission of lines from its stocks that is to say by 
specialization It is therefore the stock lines that build up the 
reputation of the business and classify it amongst businesses 
The new shop opening with a show of high class goods from well 
known manufacturers is described at once as a high class shop 
which may or may not be an advantage according to the locality 
In regard to stock lines the buyer s object will be to offer his 
customers regular supplies of goods of uniform quality at steady 
prices thus aiming at a reputation for reliability Both sales and 
customers will be lost if the shop is continually running out of stock 
if the quality of its goods is inconsistent or if its prices fluctuate 
It follows that in making arrangements for supplies of stoc 
bnes he should deal only with reliable manufacturers or merchants 
und insist upon regular and continuous supplies unvarying quality 
a nd steady prices 

He can best achieve his objective by establishing friendly connec 
tions or contracts with a limited number of reliable suppliers It 
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his business is important he will bargain for preferential treatment 
as to prices, discounts, and terms of payment, and maybe for 
exclusive selling rights The buyer’s bargaining 
Reliability power depends of course, upon the importance of the 
Objective orders he is able to place, and this is one reason for 
limiting the number of suppliers from whom purchases 
for stock are made Small retailers very often make the mistake 
of trying to buy from every important supplier m their trade, with 
the result that their orders are unattractive and they have no 
bargaining power Dealing with a large number of suppliers is 
excusable when proprietary lines are dealt in, and every supplier’s 
goods represent so much potential business which would be sacrificed 
if the goods were not stocked, but it is not excusable for a buyer 
to divide a volume of ' free business between competitive suppliers 
running precisely similar lines The term free business" is used 
to describe the volume of customers’ orders which can be met by 
supplying suitable goods from any source of supply as distinct 
from ' proprietary business in which the customer definitely orders 
the goods of a particular supplier and therefore ties the retailer s hands 
The sale o! proprietary articles under the names or brands of 
suppliers is of great assistance to retailers generally, because it 
simplifies the process of retailing In particular, the 
suppliers, by advertising them lines to the public in 
competition with one another increase the demand 
for them and educate the public to use them and by fixing the retail 
prices the suppliers ensure the retailers a fair margin of profit 
There is the further point that proprietary articles have to be con 
sistent in quality A supplier naturally pays much more attention 
to quality, consistency and condition if the goods are to be sold 
to the consumer under his name 

In some trades it is almost impossible for a retailer to avoid selling 
proprietary lines and many retailers sell nothing else This is the 
danger point in connection with proprietary articles If a retailer s 
trade is all m proprietary articles his goodwill may be merely a 
reflection of the supplier s goodwill If a quarrel with a supplier 
results in a stoppage of supplies part of the retailer s goodwill will 
be lost and, more important still, if a new shop opens in a better 
position it can sell exactly the same range of lures and, maybe 
capture the goodwill 
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There are two ways in which a retailer may b** able to protect the 
goodwill of his business (i) by obtaining exclusive selling rights for 
his district and {2) by selling goods under his own name or brands 
A contract for exclusive selling rights or local agency as it 
is sometimes called gives a retailer the full advantage of the local 
demand for the goods since they cannot be obtained 
elsewhere in the district In some trades such agencies Veiling* 
are unknown but they are very common m the men s Rights 
outfitting shoe sports goods and other trades in 
which goods have to be stocked in a great variety of sizes and styles 
Many manufacturers in such trades welcome agency arrange 
ments because they regularize their relations with retailers reduce 
the cost and difficulties of distribution and make for more energetic 
co-operation on the part of retailers 
Some of them take steps to ensure the retailer s active co-opera 
tion by granting the agency subject to certain conditions For 
example the retailer may have to undertake to keep ^ 
the full range of the supplier s lines in stock to devote Con ^ t °oru 
a certain amount of display or advertising to them to 
refrain from stocking competitive lines or to take a prescribed mini 
mum quantity of goods from the supplier in each year of the agency 
Suppliers will rarely force a retailer to keep strictly to such 
conditions unless they consider he is neglecting or abusing the 
agency Their object is to get the retailer to display and sell the 
goods instead of merely stocking them 
Agencies of this kind may prove very valuable to a retailer 
some very important businesses have been built up on one agency 
but he must go carefully into all the possible advantages and 
•hsadvantages before committing himself The most important 
Points to be taken into consideration will be the reputation of the 
supplier and quality and attractiveness of his goods and also the 
probability or otherwise of the retailer s being able to meet the 
suppliers conditions without inconvenience or sacrifice of ot er 

opportunities 

The alternative and even more effective method of protecting 
retail goodwill is for the retailer to develop his own Qwn Nanie 
brands of merchandise selling goods under his Goods 
^ name or trade mark This is the method 
adopted by the multiple shop companies and co-operative some les 



6o 


RETAIL MANAGEMENT 


For this purpose the retailer may buy taw materials and manu- 
facture or make up his own goods, he may buy unbranded goods 
and put his own name on them, or he may buy his goods, ready 
for sale, with his name on them 

The business of manufacturing is entirely different from that of 
retailing, and the average retailer makes a very indifferent manu- 
facturer There are a number of manufacturers who conduct suc- 
cessful retail businesses with the object of selling their own goods, 
but one rarely finds a retailer successfully carrying out an ambitious 
manufacturing plan, probably because the obligation to dispose of 
his factory s output precludes a manufacturing retailer from co- 
operating with other manufacturers ai d causes him to sacrifice 
valuable opportunities In a modest way, however, a retailer may 
be able to add considerably to his goodwill and profits by making 
up his own goods or giving them some degree of special preparation, 
even if this only consists of putting them into his own containers 
or putting his own labels on them 

He must, however, bear in mind the fact that he is staking his 
reputation on any goods bearing his name, and unless he makes 
sure that they are of correct description and con- 
" sistently good quality and value for money, he may 

do more harm than good to his reputation. The 
public preference for branded articles of well known manufac- 
turers is to some extent attributable to the clumsy work of 
some retailers who have prepared their ‘ own name ' goods with 
an eye to profit rather than to prestige The retailer is, therefore, 
on safer ground in arranging for a reliable manufacturer to prepare 
his “own name’ goods for him and label them as desired In nearly 
all trades there are manufacturers who make a feature of supplying 
retailers with goods specially prepared for sale under the latter’s 
own name The "speaal preparation may apply merely to the 
label, or the goods may actually be prepared to the retailer's 
specification or formula 

Such goods can usually be obtained at attractive prices, because 
the manufacturer has no advertising expenses to pay, and, generally 
speaking, it is not necessary to use such expensive 
Advantages P aclan g and containers as in the case of goods adver- 
tised by manufacturers The retailer will have to 
'buy in sufficient quantities to cover the cost of speaal preparation. 
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but where this only applies to the labels the quantities need only 
be modest If his business is important he will be able to obtain 
the exclusive selling rights for his district of the own name lines 
so that they cannot be sold in the district under any other name 
not even that of the manufacturer 
Some manufacturers will not allow their goods to be sold under 
any other name but their own but endeavour to meet the retailer s 
wishes by overprinting their ordinary labels specially prepared 
for so and so This is not nearly so helpful to the retailer as if 
the manufacturer s name were omitted altogether and it is obvious 
to a sophisticated customer that the goods are the manufacturer s 
standard product obtainable at any retailer s in the trade 
Even if he can offer his own name goods at lower prices than 
those of advertised articles of comparable quality the retailer must 
not flatter himself by imagining that his customers ^ Name 
will buy goods with his name on in preference to Goods v 
goods sold under the brands of well known manu Pr °P r,rtajies 
facturers He must develop his name and brands bring out the 
attractive features of his goods in advertising and displays and get 
his salesmen to praise and demonstrate them following the example 
of the leading multiple shop companies Name counts for so much 
10 present day merchandising that if a retailer removed the manu 
tacturer s name from some well known proprietary articles he could 
not sell them for a quarter of the fixed pnee 
The purchasing of own name goods is therefore not a matter 
!o be treated lightly and the selection of the first lines to bear 
fhe retailer s name is a matter of vital importance Once a retailer 
bas established a good reputation for hts own name lines he can 
ndd more and more of them to his stock with the knowledge that 
they are at least sure of favourable consideration by his customers 
°n the other hand if the retailer selects his first * own name 
unwisely or fails to boost them sufficiently he will merely 
burdening his shelves with large quantities of unsaleable stock 
rt may be advisable to explain that taking a quantity does 
uot necessarily mean taking a large quantity in one consignment 
The supplier s aim is to estabbsh regular channels 
or the distribution of his merchandise and he will Contracts 
usually be satisfied if the retailer orders the prescribed 
quantity for delivery within a certain penod and takes delivery 
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by instalments as and when he requires the goods Alternatively, 
the retailer may agree to take delivery of a regular quantity of 
goods each week or each month for a certain period 

In the case of very important retailers, delivery by instalments 
is much more convenient to the manufacturers than bulk consign- 
ments would be, as it makes for much smoother working of the 
factory and enables new fashions to be put on the market quickly 
Some manufacturers of millinery and dresses catering for the London 
stores make two or three deliveries a day m the busy season There 
is the further point that with frequent deliveries less storage space 
is required at both the factory and the shop 

In all progressive businesses the buyers have to introduce new 
lines into their stock continually, m order to give their customers 
a variety to choose from and to meet changes in 
Puixhajes fashion or taste In the trades most susceptible to 
fashion changes this is a vitally important feature 
of the buyers work, and he must anticipate his customers’ new 
requirements all the time In trades in which proprietary articles 
predominate, the buyer's “trial'’ purchases will take the form of 
small orders for newlines, bought in order to test their attractiveness 
to his customers and to take advantage of any demand that may 
be created by the introductory advertising 
The golden rule for trial purchases is to give small orders and get 
the goods into stock as quickly as possible, anticipating the fashion 
or the advertising and therefore getting the full benefit Many 
buyers make the fatal mistake of withholding their orders until 
their customers are actually asking for the goods, and then ordering 
large quantities The result of this is that the customers go else- 
where for the goods and by the time the buyer receives his supplies 
the demand is over 

Most of the new fashions and new proprietary articles introduced 
turn out to be "nine-day wonders,' and, unless the buyer has 
sufficient courage to order small quantities of the 
Wonte** 7 g 00 ^ 111 anticipation of the demand, it is better for 
him to leave them alone altogether ' Timid buyer's 
dilemma” is the name given to the position of the buyer who has 
bought fashion goods too late. If he does not put them on show, 
they will prove a dead loss, and if he puts them on show they will 
make a laughing stock of his shop 
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If a new line does establish itself with the public the buyer who 
first satisfies the demand will be the first to appreciate the fact 
and he can then make arrangements for regular supplies 
In some trades goods have to be supplied in such infinite variety 
or adapted so closely to individual customers requirements that 
the buyer may have no hope of satisfying more than 
a small proportion of his customers requirements out purchases for 
of stock and may have no desire to do so The high individual 
class furnishing and men s tailoring trades may be m ° mers 
quoted as examples In these circumstances the stock m the 
shop consists largely of models photographs patterns or samples 
which enable the customer to make his choice and the salesman 
to interpret the customer s requirements 
Although the shop is responsible to its customers for the finished 
articles it is jeally selling service and therefore service must 
be the keynote of the buyer s relations with his suppliers Further 
more the service must be quick because in many cases the retailer 
will wish the customer to think that the goods are in stock or are 
prepared his own workrooms 

There are obvious advantages in being able to buy goods as and 
when they are ordered by customers instead of having to carry 
them in stock especially for the retailer with limited capital He 
“ay not make so much gross profit on goods bought in such small 
quantities but he does not have to tie up his capital in heavy stocks 
a nd therefore avoids loss through depreciation obsolescence or 
stakes in buying resulting in unsaleable stocks 
However large and well assorted the stocks of a shop may be they 
130 never be complete there will always be customers asking for 
something that is not included It is therefore a 
Sreat advantage for any busmess to be organized to S sticks E 
^1 with special purchases as it increases the scope 
the business and supplements the ordinary turnover and profits 
overal of our largest department stores were built up on special 
° rders and still rely on them for a large proportion of their turnover 
the arrangements made for obtaining goods for customers at short 
notice enable the buyer to avoid stocking many lines that are likely 
0 hang fire or are subject to rapid depreciation 
If a buyer wishes to play the part of universal provider he must 
10 a position to show the customer models photographs samples 
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or patterns of the goods in which she is interested, to quote her 
definite prices, and to say with assurance how long it will take to 
obtain the goods He cannot expect the customer to buy "a pig 
in a poke ” and he must guard against the salesmen making mistakes 
by misinterpreting a customer s requirements, quoting wrong prices 
or giving rash promises regarding delivery 
This calls for a considerable amount of preparatory work, and the 
systematic recording of specimens information, and prices obtained 
from suppliers, and it also necessitates advance ar- 
“"ZST* ran 2 ements made with suppliers regarding the 
Suppliers execution of orders and terms of payment 

The telephone may be used to obtam supplementary 
prices and information from suppliers and to order the goods, sub- 
ject to written confirmation and by this means an order may some- 
times be obtained for a line previously unknown to the buyer, and 
the goods ordered from the supplier, before the customer leaves the 
shop It will be understood, however, that telephone inquiries are a 
poor substitute for forward arrangements, as the information ob- 
tained may not satisfy the customer and the order may be lost, or a 
misunderstanding may lead to her being disappointed with the 
goods and leaving them on the retailer s hands Furthermore, 
the best prices cannot be obtained from the suppliers over the 


If a customer asks for something that is not in stock and is not 
willmg to wait while the retailer obtains it for her, as must be 
Lost Order ex P ected ,f the goods are required for immediate 
Book. consumption or use, an order is lost, and there is 
.. . danger of losing the customer’s patronage It is, 

erefore, essential for such cases to be recorded and reported 
o e buyer so that he can consider the advisability of stocking 
the lines asked for The simplest method of dealing with this matter 
is to place m each department a “Lost Order Book” containing 
forms similar to that illustrated on page 65 The salesmen w01 
en be instructed to record every lost order in duplicate as soon 
as possible after the customer has left the shop, and to tear out 
the top copy and pass it to the buyer, leaving the other copy in 
the book or reference It should be pointed out to the salesmen that 
it is to their advantage for these lost sales to be recorded 

in order that the stocks may be as complete as possible, and that 
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LOST ORDER BOOK 


LOST ORDER No T 71 

Memorandum for Buyer Mr Russell 

Department Tobacco 

Full description of goods asked for 

Bright Boy Virginia Cigarettes 

Size 10 Price 6d 

Manufacturer 

Smith Tobacco Co 

Newcastle on Tyne 

Customer’s remarks 

Contain coupons for attractive gifts 

Customer’s name and address 

Mrs A Brown. 34 West Avenue, W 1 


FOR BUYER S USE 
Ordered 11/5/31 
Filed 


Salesman's signature 

R Cooper 

Date 8/5/31 
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the more information they give to the buyer the more likely is the 
line to be identified and obtained 
The object m securing the customer’s name and address, where 
possible, is to enable the buyer, in sufficiently important cases, to 
write her a letter of apology and also to notify her when the goods 
come into stock 

If the buyer decides to place a trial order for the line asked for, 
he will treat the Lost Order Form as a requisition for the goods, 
and advise the salesman that they are being obtained On the 
other hand, if he does not consider the purchase justified he should 
file the form away in a Lost Order File, which may be kept in 
alphabetical order under the names of the manufacturers, to 
facilitate reference Inspection of the file will then show the buyer 
whether he has repeatedly lost orders for a particular line or 
whether he is losing business through not dealing with a particular 
manufacturer In some large shops the principals inspect the 
salesmen's Lost Order Books and the buyer’s lost order files at 
intervals, as a check on the buyer's attention to this vitally 
important matter 

The buyer may find it necessary to make occasional purchases 
of novelties or goods of topical interest, which can be used to make 
attractive displays to "freshen” the appearance of 
NoTelties slow moving stocks or to act as a foil for stock lines 
Such goods are usually bought in small quantities 
and may have little or no value as merchandise yet they may play 
a very important part in advertising the shop, m giving expression 
to its character and policy, in attracting new customers and in 
retaining the interest of regular customers 
Customers quickly tire of a shop which ‘ never seems to have 
anything new,” and even people who are most conservative m 
their own purchases like to have an opportunity of inspecting bizarre 
creations and eccentric designs 

The shopping public loves bargains, and many shops make a 
feature of "bargain sales" or "special offers” for which the buyers 
have to secure "job lots,* le odd parcels of mer- 
“ job Lots” chandise which are selling, for some reason, at con- 
siderably less than the usual wholesale price and can 
therefore be offered to the public at considerably less than the usual 
retail price Such job lots may take the form of manufacturers’ 
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surplus stock— the result of over production manufacturers re 
mainders of lines which have been withdrawn from their cata 


logues through insufficient demand complaints regarding quality 
or changes in design foreign goods dumped in this country which 
have failed to find a ready purchaser salvage stock from fires or 
shipwrecks or bankrupt stocks from manufacturers or retailers 
who have failed in business and been sold up 
Another class of job lots consists of lines made up by manu 
facturers especially for retailers bargain sales with more regard 
to attractive appearance than to reliability Buyers for important 
department stores have to provide enormous quantities of each of 
the astounding bargains which are extensively advertised at sale 
times and cannot rely entirely on purchases of odd parcels and 
remainders They therefore make arrangements with manufacturers 
for the production of special bargains and as the quantities are 
great and the finest workmanship and materials are not expected 
lines showing remarkably good value for money can be produced 
Arrangements of this kind should be made well in advance because 


if the manufacturer is able to buy the materials at the most favour 
able time and do the work during his slack season he can quote a 
much lower price 

A buyer s most reliable guide to his customers preferences and 
spending power is a study of the sales actually made and for this 
purpose it is usual to prepare analyses of sales sim Jar Analysis of 

'°T t ^ glven f page6S „ 

in the case illustrated the sales are analysed accord 
,n g to retail prices which satisfies many buyers requirements but 
® some trades a buyer would wish to go further into detail and 
know the sales of each model of line The analysis is usually pre 
pared by a junior clerk who goes through the carbon copies of the 
sales checks and summarizes the transactions The figures for each 
day should therefore be available on the following day 

Sales analyses not only enable the buyer to follow the ordinary 
bend of demand and compare corresponding periods of different 
years but also to judge the effect of special displays and advertising 
10 facilitate this special events or advertisements should he 

noted on the analysis 

Knowledge of the goods available and of the sources of supply 
enables a buyer to obtain the goods his customers ask for to find 





ANALYSIS OF SALES 



Duly Totals 
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attractive goods for them, and to secure the maximum possible gross 
profit for his business A buyer’s success or failure depends upon the 
attractiveness of the stocks and service he offers his 
customers, and the profits he makes for his principals, Supply* 1 
not in any particular "stunt/ but over a penod of 
years, during which there may be very considerable changes in both 
goods and prices He should, therefore, watch his stocks and prices 
continually, striving all the time to improve the variety and value 
for money offered to the customers and to make better terms with 
suppliers A buyer would be foolish to imagine that he had reached 
finality in his researches, for his field of operations or "market’ 
is ever changing There are always new lines which can be added 
to the stock with advantage, bringing their quota of additional 
turnover and profit, and sometimes these lines are to be found in 
most unexpected places Meanwhile, the volume of business done 
with regular suppliers is changing, and the suppliers’ circumstances 
are altering, so that there is always the possibility of being able to 
secure lower wholesale prices, larger discounts, or more advantageous 
agency conditions 

A buyer very soon earns a reputation for himself amongst sup- 
pliers and their travellers, which is circulated in the trade If he 
is of the type whose favourite order is ' the same as Bu ^ 
last time,’ his suppliers will be inclined to leave well Reputation 
alone and make no attempt to interest him in new hues 
or make new arrangements with him regarding prices, 
terms, or agency, but if he is of the progressive type that is always 
out for improvements, they are likely to give him first choice of 
new lines or better terms It is never safe to give a supplier the 
impression that ones bustness is assured to him The relations 
between a buyer and his suppliers should be fnendly, but this 
friendship should extend to all suppliers He should not allow his 
fnendly relations with any particular supplier to cost him the 
benefits to be derived from competition between suppliers 

Buyers for important businesses make a practice of avoiding 
middlemen as far as possible and going as near as 
they can to the source of supply, 1 e the manufacturer Employment 
or producer Their object in this is to avoid paying Middlemen., 
middlemen's profits and, in some trades, they are able 
to make very considerable savings It does not follow, however, that 
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it is always good policy for buyers to avoid dealing with middlemen 
Some trades are so organized that there is no advantage to be gamed 
by going directly to the manufacturer and the smaller retailer may 
find it more profitable to deal with middlemen 
Nearly all wholesale pnces are affected by the quantities pur 
chased owing to the operation of quantity discounts or rebates 
and the solution of the problem of whether to buy from manufac 
turers or wholesalers depends upon the amount of business which 
the retailer can place with each bearing m mind the fact that the 
wholesaler usually deals m the products of several manufacturers 
For example if a retailer is only able to spend £100 or so per 
annum with each of ten manufacturers he will be an unimportant 
customer and may only qualify for their least attrac 
Parcels'* tlve P nces but if he places all this business with one 
wholesaler he may be an important customer to that 
wholesaler and by the operation of quantity discounts on mixed 
parcels may secure much better pnces than he would get from 
the manufacturers He may find also that he gets better service 
from a local wholesaler than from a distant manufacturer and it 
must be borne in mind that by dealing with a smaller number of 
suppliers there is a saving in the tune and expense of interviews 
and correspondence 

In the case of very small orders or speaal purchases for customers 
there may be a distinct advantage in dealing with a middleman 
as he will be pleased to supply just the quantity required whereas 
the manufacturer may insist on 3 larger quantity being taken 
The benefit of a small advantage in pnce obtainable by dealing 
with a manufacturer will soon be lost if the buyer has to take 
more goods than he requires at a nsk of loss through depreciation 
or dead stock 

In spite of the advantages to be gained some small retailers ob- 
ject to placing the whole of their business with one local wholesaler 
as they consider this would give him too much knowledge of their 
business This objection is based on the fact that some local whole- 
salers control retail shops and it only applies to that type of 
wholesaler 

In some trades it is a common practice for manufacturers or 
wholesalers to supply goods to retailers on sale or return or on 
approval thus giving the retailer the opportunity of stocking and 
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displaying them with the right to return them for credit if he does 
not sell them or desire to keep them This is a great advantage 
to some small retailers, because it enables them to 
supplement their stocks with goods that they cannot Obtaining 
be called upon to pay for immediately, and their stock Approval 
and displays need not be limited by the capital they 
have available for mvestment in stocks It also enables them 
to obtain goods from suppliers for submission to customers, in 
answer to inquiries and perhaps to pass them to the customers 
"on approval, an arrangement that is common in the high-class 
furniture trade 

The lowest wholesale prices cannot always be expected when 
goods are obtained on approval from suppliers instead of being 
bought outnght, but any difference in pnce may be more than 
offset by the advantage of having the use of the suppliers’ capital, 
represented by the goods, and of being able to return goods wluch 
are not sold within a reasonable tune 

In most businesses the chief point of contact between the buyer 
and his sources of supply will be the travellers who call upon him 
It is very difficult to make any hard and fast rule 
regarding the interviewing of travellers as so much Interviewing 
depends on the number of travellers who call, and Traveller* 
the other duties which the buyer may have to attend 
to, and whether or not he is willing to allow his assistants to inter 
view travellers for him 

Some buyers make a point of seeing every traveller who calls, 
if only for a few minutes, others fix certain hours of each day or 
certain days of each week for travellers visits, and in a few cases 
travellers are only seen by appointment It is unsafe for a buyer 
to make it difficult for travellers to obtain an interview, because 
this will have the effect of driving the travellers for important sup- 
pliers away and leaving him with the small fry, and it is therefore 
advisable to arrange a system by which the travellers can be classi- 
fied and dealt with according to their importance 

For example, it may be found that the travellers calling upon 
the buyer can be classified as follows (1) travellers 
who are calling by request, or with a specially attrac- 
tive offer, or m whose goods the buyer is particularly 
interested (2) travellers with whose firms the buyer deals regularly , 
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{3) travellers whose lines are not stocked but may be asked for 
at some tune (4) travellers whose lines can be purchased else 
where to better advantage (5) travellers whose lines are quite 
uninteresting to the buyer 

If a smart assistant is appointed to receive travellers he will 
be able to classify them as above and deal vith them accordingly 
Travellers in the first class will be entitled to an interview with 
the buyer himself and should be shown into him as soon as possible 
The buyer will usually wish to see the travellers in the second class 
if he can spare the tune and the assistant should therefore take 
their names m to him If the buyer is too busy to see them himself 
Tie can instruct the assistant to settle any outstanding business 
with the travellers and to obtain particulars of any new lines or 
fluctuations in prices 

The assistant will be able to deal with travellers in the third class 
himself obtaining their price lists and catalogues and telling them 
that they will be written to if their goods are required 
S Buyer * ”^ ie buyer will usually look through the catalogues 
Tun* and pnee lists before they are filed away 

The assistant should be competent to go into prices 
with travellers in the fourth class and tell them of their disadvantage 
without disclosing the name of the suppliers with whom the buyer 
is dealing They should be advised not to call again unless they 
can improve upon their offers Travellers in the fifth class can also 
be disposed of by the assistant if he explains that they are wasting 
their time m calling 

A system of this kind will save the time of the buyer and the trav 
ellers and may have strategic advantages as the travellers will be 
encouraged to put forward attractive offers in order to obtain an 
interview with the buyer 

The buyer of a progressive business must not rely solely upon 
travellers to keep him in touch with sources of supply They may be 
numerous and yet not include representatives of many 
Vis ts to important manufacturers and wholesalers with whom 
^hirers' he should deal It will therefore be necessary for him 
to supplement the knowledge gained from travellers 
by paying visits to trade exhibitions land suppliers showrooms 
and factories and by studying the trade journals and writing for 
particulars of any lines which sound interesting 
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Even when travellers are calling regularly the buyer may consider 
it necessary to call upon his suppliers and make the acquaintance 
of the principals, as the powers of the majority of travellers 
are limited, and a buyer whose orders are important can often make 
much better bargains by dealing with their principals 

Before leaving the subject of travellers, it may be advisable to 
give a special warning to small retailers starting in business Umm 
portant suppliers send a traveller to interview a new g ^ 
retailer immediately they hear of his venture their Retailers 
travellers are courteous and eager and unless anything ° s p t em ) [ lg 

is known against the retailer he will be given monthly 
accounts On the other hand, well known suppliers may wait for 
a new retailer to apply to them their travellers may be reserved 
and critical, and they will not be anxious to give credit In these 
circumstances many new retailers are tempted to buy little known 
goods of doubtful merit instead of well known lines, and may find 
after a while that all their available capital is invested in unsale- 
able stocks, leaving them no money with which to buy the lines 
their customers demand 

A new retailer should therefore be indifferent to the courtesy 
and salesmanship of the smaller fry for the time being and make 
his purchases from the well known suppliers whose goods are 
readily saleable 

If he can open monthly accounts with these well known suppliers 
and judge the selling power of their lines correctly he will be able 
to use the suppliers capital in stocking his shop and 
to pay them partly out of the proceeds of the sale Using ^ 

of their own goods Of course he cannot rely upon capital 

selling all of his goods before he is called upon to 
pay for them He must have a certain amount of capital for invest- 
ment in stock and, in order to conserve his capital, he must be 
careful not to buy goods in too great a quantity He should set aside 
any idea of buying well known lines in bulk to obtain quantity 
discounts or buying less saleable but more profitable goods, until 
he is in a position to add to hts investment m stocks 

A tendency to gamble is fatal in a buyer even if he has the re- 
sources of a. wealthy firm behind him Although, Q f course, it is 
good business to buy quantities of readily saleable lines that are 
about to rise in price or to reduce stocks of goods that are about 
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to fall in pnce such operations must not lead the buyer to pur 
chase quantities of goods of doubtful saleability in anticipation of 
higher pnces or to run out of stock of lines in daily 
^Buying” demand 10 anticipation of lower prices The buyer s 
duty is to ensure a frequent turnover of stock and 
regular supplies to customers rather than to invest the firm s money 
or n$k its goodwill in speculative deals however profitable they 
may promise to be 

Just as the introduction of a simple system will turn the visits 
of travellers from a nuisance into a service to the business so will 
system turn to good account the floods of catalogues 
C L*brar7* circulars and other printed matter which usually pour 
in from suppliers 

The best method of dealing with such publications is to form a 
library ’ by arranging them on shelves in alphabetical order under 
the names of the suppliers To facilitate reference the letters of 
the alphabet may be marked on the shelves under the catalogues 
Where there is any volume of special purchases for customers it 
will be worth while to prepare an index giving the lines or classes 
of merchandise in alphabetical order with the names of the suppliers 
from whom they can be obtained 
It may be helpful to have a special section of the catalogue library 
for publications of retail competitors so that the buyer can follow 
their activities and the trend of retail pnces 
Another very valuable accessory in a buyers office is a pnce 
index giving particulars and wholesale and retail pnces of every 
line stocked or Ukely to be required This index may 
Index. ta ^ e the form of a loose leaf book or a card index 
with a sheet or card for each line A specimen is 
given on page 75 

It will be seen that this specimen provides space for changes 
in pnce to be noted This is easier than making out a new card 
every time a pnce is altered and it enables the buyer to follow the 
trend of pnces over a penod The cost pnces are shown in plain 
figures as they would be if the index was only available to the buyer 
and his buying assistants If the index was available to the sales- 
men the cost pnces would probably be in code 
The amount of benefit which a buyer denves from the informa 
tion contained in catalogue Iibranes and pnce indexes depends 
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of course, upon the extent to which he uses them By using them 
continually for reference and to supplement his memory, he will 
ensure their being kept in order, otherwise he may find that, when he 
requires them they are so neglected as to be useless The same re 
mark applies to any statistics which may be prepared in the buyer s 
office for submission to the management or for purposes of record 
If the buyer watches the figures closely, they may be of considerable 
assistance to him m his work, but if be takes no interest m them 
they are likely to be neglected by his staff and may get him into 
trouble with the management 



CHAPTER V 


PURCHASES ROUTINE 

In organizing the purchases routine of a retail business of any size 
the following operations must be systematized — 

1 Requisitions to the buyers by salesmen or stock keepers re- 
quiring goods 

2 Ordering of goods from suppliers 

3 Reception of goods from suppliers 

4 Checking of suppliers invoices 

5 Fixing selling prices for goods 

6 Marking goods ready for sale 

7 Passing goods into stock 

8 Returning goods to suppliers when necessary 

The first point for consideration will be the origin of the order 
Some of the orders will originate in the buyer s own brain as the 
result of his researches or his interviews with suppliers and their 
representatives and it is up to him personally to see that these 
are put into operation 

In the majority of cases however the orders will originate from 
stock running low or customers special requirements and the buyer 
will have to arrange some system by which he can be notified of these 

In many large business houses the salesmen storekeepers and 
others requiring goods are supplied with requisition ^ ulsI tions 
books containing forms similar to that illustrated on for Goods 
page 78 m duplicate They use these forms to 
notify the buyers of their requirements retaining the duplicate 
copies m the book for reference 

The specimen is a stock requisition and therefore gives par 
ticulars of the stock on hand compared with the maximum and 
minimum limits fixed for the stock of this particular line The 
operation of these limits is explained in the chapter on Stock 
keeping The stock number is the retailer s distinctive number 
given to the lme for purposes of identification 

In the case of a customer s special order the requisition would 
give the name and address of the customer and the number of the 
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REQUISITION For GOODS 


REQUISITION TO BUYER CFR 1073 

To Mr Robtnsort Date 11th May, 1931 

Department Cabinet Furniture 

please obtain the following goods — 

Quantity 

Sue 

Description 

Price per 
each 

S 


Sideboards tn oak 
Model S 375 

Cost M!DE(N 
Selling £8 8s 

Supplier Surrey Furniture Factory Ltd 

Deliver to Furniture Stockroom 

Date for delivery 18th May 1931 

For Special 

Orders 

Sales Check No 

Customer s Name 

Address 

For Stock 

Orders 

Stock 

No 

991 

Stock on hand 

Minimum stock 

Maximum stock 

a 

mm 

m 

For Buyer s Use 

Order No CFO 6391 

Date IZfflSl 

Signature S Ford 

Department Stock keeper 
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ORDER TO SUPPLIER 


union furnishing stores ltd 

371-393 High Street Red hill 


ORDER 

(Duplicate for 
Receiving Room) 


No CFO 6391 
Date 12th May 1931 


The Surrey Furniture Factory Ltd 
New Road Dorking 


Please suppIjN- 


Quantity 

Size 

Description 

Price per 
each 

Total 

8 

4ft 

Sideboards in Oak 

£S 12s 

£44 16s 



ModdS 375 | 




Terms 2J% discount for cash in 30 days 
Deliver to the above address 
Date for delivery 18th May 1931 

For and on behalf of 

Union Furnishing Stores Ltd 




H Robinson 

Requisition 

Goods Received 

Invoice Passed 

No CFR 1073 

Date 1815131 

Date 1915)31 

D «Pt Mr Ford 

Remarks O K 

Remarks 0 K 



F A Wells 


Inspector 

Inspector 
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sales check which would originate the charge to the customer, so that 
the buyer could, if necessary, verify the sale 
Salesmen must be instructed to notify the buyer immediately 
in the event of a customer cancelling a special order or altering 
her requirements, so as to give the buyer time to 
C Ord«rj Cd cancel or alter his instructions to the supplier accord- 
ingly Some firms supply printed forms for this pur 
pose, but it is quicker and more satisfactory to make the salesman 
go straight to the buyer s office and give his explanation personally 
The buyer will, of course use his discretion in translating a requisi 
tion into an order He may decide to order more or less than the 
amount asked for by the stock keeper, altering his stock limits for 
the line or in the case of a line requisitioned specially for a customer, 
he may decide to order some for stock In the case of lost orders 
the Lost Order Form, illustrated on page 65 will take the place 
of a requisition 

Orders to suppliers should always be given in writing, or, if given 
verbally to travellers or by telephone, should be confirmed in writ 
ing This applies to the smallest of businesses as well 
the'cooX “ to largest, because it is a safeguard against 
mistakes in ordering and controversies with suppliers 
Copies of the orders should always be retained by the buyer, and 
in a large business it may be necessary to send copies to other depart- 
ments which have to take part in the routine 
In a typical instance, forms similar to that on page 79 are 
prepared m quadruplicate, the original to go to the supplier, the 
duplicate to go to the receiving room the triplicate to go to the 
counting house and the quadruplicate to remain in the buyer S 
office All four copies are printed alike, except that the portion 
below the double rule does not appear on the original which goes 
to the supplier, as this does not concern him, and the space can 
be used for general instructions to suppliers regarding the marking 
of parcels and boxes, times for delivery and the sending of invoices 
with the goods 

It may be noticed that the Order Form illustrated 
OttoYetm. has been prepared from the Requisition Form on 
page 78, except that the buyer has naturally sub- 
stituted the wholesale price for the retail price All trade or quantity 
discounts should be deducted in amving at the prices mentioned 
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on the order, thus clinching any bargain made, and particulars of 
any cash discounts obtainable should be given, so that the counting 
house can avail itself of them if desirable 

The Order Form gives the supplier’s model number and a definite 
date for delivery It is imperative that nothing be left to chance 
in ordering goods, as delays and controversies would result. The 
goods jnust be described in a way that will leave no room for doubt 
as to what is required, and such vague expressions as " as selected ” 
or “as verbal order" or "as before" should not be tolerated The 
object in giving a definite date for delivery is to enable the order 
to be cancelled if the supplier does not deliver in time and cancella- 
tion is desirable In the case ol urgent orders the date the order 
will reach the supplier may be made the date for delivery Such 
expressions as "soonest possible” or "urgently required" do not 
meet the case, but the order form may be marked "Urgent' with a 
rubber stamp impression, in addition to giving an early delivery date 

The duplicate order warns the receiving room of the purchase 
and enables them to prepare for the goods and to identify them 
when they amve, while the triplicate notifies the counting house 
for statistical or buying control purposes 

In a business of any sue, all incoming goods have to pass through 
the receiving room, where they are examined and checked with a 
copy of the order and the supplier’s invoice The re- 
ceiving room usually operates as a check upon both 
buyers and suppliers, its mam responsibilities being 
to see that no goods are brought m without having been ordered 
m the proper way and that the suppliers' mvoices are checked 
before the goods are passed into stock The inspectors may, there- 
fore, refuse to accept goods from suppliers if they have not received 
a copy of the buyer's order for them, and they may refuse to release 
goods to the departments until they have received the supplier’s 
invoice for them 

In some department stores, where a bewildering variety of mer- 
chandise passes through the receiving room, it is the rule for the 
buyer who ordered the goods, or his deputy, to go down to the 
receiving room and check them with the invoice in the presence 
of the inspectors, so that the inspectors have the benefit of his 
technical knowledge and can satisfy themselves that the invoice 
has been properly checked 
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Such rules are not popular with buyers, but experience has shown 
them to be necessary as, where they are not in operation, buyers 
are apt to obtain goods without issuing written orders 
Advantage* 2n d to check suppliers invoices from memory, ex 
° f Control' 0 " posing the firm to the nsk of loss and controversies 
The existence of a receiving room also prevents in- 
coming goods being left about in yards or entrances or falling into 
the hands of the wrong departments as, once the inspectors have 
passed a consignment, it will be their duty to clear it from the 
receiving room as quickly as possible and to see that it gets into 
the proper hands 

A ‘ Goods Received Book, ' similar to that illustrated on page 82 
should be kept in the receiving room as a record of incoming con 
signments and of consignments the inspectors have 
Received re ^ usec ^ to accept In some receiving rooms a duplicate 
Book book is used for this purpose, and the top copy of each 
day’s sheet is sent to the counting house for inspection 
The buyers or their deputies may be asked to sign the Goods Re 
ceived Book as a receipt for the goods passed to them 
Where goods are bought from patterns, small cuttings from the 
patterns should be attached to the order to the suppliers and also 
to the receiving room and buyer s copies There will 
Pattern* then be no excuse for the inspectors and buyers not 
checking the pattern with the goods received It is 
a surprising thing that many buyers who purchase large quantities 
of goods from patterns or samples never trouble to have the goods 
checked with the pattern The patterns are often mislaid or thrown 
away long before the goods are received 
In many businesses dealing in piece goods a ' Pattern Book," 
similar to that illustrated on page 83 is kept, in which all purchases 
are recorded, with cuttings from the patterns stuck alongside This 
book shows the buyer what he ha3 bought and enables him to avoid 
duplication of patterns, and it afterwards acts as an index to the 
stock It is not, however, recommended for use as a check on in- 
coming goods as one cannot rely upon inspectors taking the trouble 
to refer to it 

It is customary to make the checking of invoices the joint re- 
sponsibility of three persons m different departments, 1 e the 
buyer, the receiving room inspector, and the counting house clerk 
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appointed to the task A rubber stamp impression similar to that 
below is made on the invoice and they all have to sign in the 
spaces provided 

The buyer s responsibility is mainly in connection 
with prices and qualities the receiving room inspector s Checking 
with quantities and condition and the counting house invoices 
clerks with calculations and extensions but they 
are expected to take a broad view of their responsibilities If a 
copy of the Goods Received Book is sent to the counting house 
daily the clerk who checks the invoices will be expected to trace 
the entry of the goods before he signs the invoices 


INVOICE CHECKED 

Buyer H 

Robinson 

Receiving Room 

F A Wells 

Count ng House 

B Fisher 

Order No 

Requisition bo 

CFO 0931 

CFR 1073 


Where the Order Form illustrated on page 79 is used it is a rule 
strictly enforced that before the duplicate triplicate and quadruph 
cate copies are filed away in the receiving room 
counting house and buyer s office respectively both 
the Goods Received and Invoice Passed sec 
tions at the foot of the order form must be completed by the persons 
responsible for it in those departments 

It will be understood that with this system the duplicates pending 
(not yet filed away) in the receiving room represent goods not yet 
received the triplicates pending in the counting house represent 
commitments for which invoices have not yet been, entered and 
the quadruplicates pending in the buyers office represent orders 
not yet executed by suppliers 
The buyer may also keep a large diary showing 
the deliveries due from suppliers each day so that Dehreries 
attention will be drawn to late deliveries and pres 
sure applied to the suppliers When goods ordered for special 
displays or events are not delivered by the appointed day the 
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order will probably be cancelled in writing and the receiving room 
instructed to refuse delivery In that case the counting house 
must also be advised to cancel their copy of the order 
Immediately goods are released to the buyer he must fix a selling 
price for them arrange for them to be suitably marked and give 
instructions for their disposal In large businesses he 
Giving will do this by making out a Selling Instructions 
Instructions Form similar to that illustrated on page By This 
is prepared in triplicate the original to go with the 
goods to the stock keeper or in the case of a special order to 
the salesman who has requisitioned them the duplicate to go to 
the counting house with the supplier s invoice and the triplicate 
to remain in the buyer s office The illustration covers a stock pur 
chase and therefore the instruction for reserve stock is given 
With a special purchase the name and address of the customer would 
be given on the selling instructions This information will be ob- 
tained by reference to the requisition for the goods 
The selling instructions give the total amount which the goods 
should fetch at selbng prices In many department stores the buyers 
are charged on Stock Control Accounts with their stock at 
selling prices a system which is explained m Chapter VI Where 
this system is in operation the counting house obtains the selbng 
pnce figures from its copy of the selling instructions 
In some businesses as an alternative to the use of a Selling In 
structions Form the buyers mark the selling prices and write the 
disposal and marking instructions on the suppliers invoices but 
this practice is not recommended as it delays the passmg of invoices 
to the counting house disfigures them and may give rise to mis- 
understandings and mistakes furthermore it does not provide the 
buyer with a copy of the instructions he has given 
The fixing of selling prices is dealt with in Chapter VII 
It will b<* noticed that on the selbng instructions the cost prices 
have been given in a code the use of which will be explained later 
The number included in the marking instructions is the stock 
number which enables the goods to be identified with the stock 
record 

When the buyer has made out the selbng instructions he will 
band them to the assistant responsible tor marking goods The 
marking of the goods is earned out by affixing tickets which 
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may be sewn, pinned, stuck, or tied on, according to the nature 
of the goods Every article should be marked before it goes into 
stock or is placed at the salesman’s disposal This 
Marking is th e rule m nearly all large shops, and in some 
foods' 8 cases, the marking is done in the receiving room, 
machines being used for printing and affixing the 

tickets 

The ticket below has been made out from the selling instructions 
on page 87 

The cost price has in this case been marked on the price ticket, 
in code This is not always desirable or necessary, but in some 
businesses it is a great convenience At stocktaking 
Coies times, the fact that the cost price is marked on the 
goods enables the value at cost to be entered as the 
goods are listed and saves a great deal of inquiry 

When privileged customers are 
supplied on a cost-plus-percent- 
age basis or transfers are con- 
tinually being made to other 
departments, it is a very great 
advantage to have the cost prices 
marked on the tickets 
The invention of the price code 
itself calls for some ingenuity 
A simple and effective code can 
be arranged by taking a word of 
eleven letters, all of which must 
be different, e g Westmorland, 
and using the first ten letters for 
the figures 1 to o and the last letter for a 1 that represents 10s or 
iod This code has been used on the price ticket on this page, 
" M/DE/N” standing for £5 12s The use of the eleventh letter 
is essential, because if only ten letters were used, certain prices 
might be disclosed For example, the approximate price of an 
article marked “ W/WS/T" would be obvious to an observant 
customer, as the second * W* could not mean anything else but 
"1" and the pounds figure must therefore be 1 
In some shops the stock numbers also form part of a code, by 
means of which the goods are classified and described For example. 


O 


UNION FURNISHING 
STORES, LTD 


4 ft Sideboard in solid Oak 



M/DE/N 991 
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m a carpet department, the last figure m all stock numbers may 
indicate the type of carpet — 


1 lor Axmiaster 
s for Wilton 

3 for Saxony 

4 foe Hair 

5 for Chenille 


6 for Moqoette 

7 for Indian 

8 for Mosul 

9 for Persian 

o for all others 


Gomg further into detail, the last number but one, or ' tens 
figure, may identify the supplier This enables the goods of the 
nine principal suppliers in each classification to be 
identified, “o' in this case standing for ‘other Sloc £ o ^ mlie1 ’ 
suppliers ” 

The remaining numbers, hundreds and over, will be used to iden- 
tify the particular line of the supplier in the stock or pattern book, 
so that m the number " 2391," “ 1“ indicates the section of the stock 
to which the article belongs, "9’ indicates the supplier, and “23 ’ 
indicates the particular line of the suppliers 

In department stores the stock numbers may be prefixed by 
letters indicating the name of the department, eg “CP' for 
“Carpet Department ' A little ingenuity applied in this way will 
turn meaningless stock numbers into valuable descriptions 

When the buyer s assistant has earned out the marking instruc- 
tions, he will arrange for the goods to be disposed of in accordance 
with the selling instructions, and this will complete the purchases 
routine 

The system described above is designed to ensure the methodical 
handling and recording of purchasing operations, to give full pro- 
tection against collusion between employees and sup- 
pliers and to localize responsibility and errors If any ^he P Sj*te-rn° f 
of the safeguards described are considered unnecessary 
in a particular business, they can be dispensed with at a saving 
of the time and labour involved 

The " human element ” has always to be considered m such matters 
but, unfortunately, in a business with many departments, the sys 
terns usually have to be designed to meet the most unsatisfactory 
conditions existing. For the sake of uniformity, the conscientious 
departments have to be subject to the same systems as the careless 
departments 

The preparation of the selling instructions is the crucial point 
in the above system, as these instructions, and the marking earned 
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out as a result, turn incoming goods into saleable merchandise 
It is therefore vitally important for these selling instructions to be 
given immediately the goods are received, otherwise there will be 
delay m putting new goods on show, replenishing stocks, and placing 
goods specially ordered for customers at the salesman’s disposal, 
all of which means lost business as well as congestion in the receiving 
room 

There should always be someone on duty in the buyers office 
to deal with these and other urgent matters, and it follows that 
the buyer should appoint one or mom of his assistants 
I^puUes ac * as deputy for him when he is absent or other- 
wise engaged Some buyers are prone to keep their 
work "under their hats ' and allow no one to act for them, probably 
with the idea of making themselves indispensable This attitude 
should be discouraged by the management, as it leads to inefficiency 
and to chaos if a buyer is compelled to stay away unexpectedly 
through illness or accident 

The counting house can tell whether or not a buyer is giving 
prompt attention to the preparation of selling instructions because it 
receives a copy of these instructions with the supplier s invoice and 
can see how much time has elapsed since the arrival of the goods 
The counting house is anxious to get the invoices as quickly as 
possible in order to record the purchases and to arrange for prompt 
payment of those invoices on which specially attractive discounts are 
obtainable, or in respect of which specific promises of payment have 
been made The terms of payment and discounts agreed between 
the buyer and the suppliers are noted on all copies of the orders 
The “cash' discounts which a retailer may earn by paying 
promptly for goods purchased are an important source of extra 
profit, and, where there is ample working capital 
Discounts available, the buyers should be pressed to bargain 
for special terms Prepayment of suppliers’ accounts 
at a discount, is a lucrative investment , for example, if payment 
14 days before the usual tune brings an extra i| per cent discount, 
this is equivalent to interest at approximately 3 per cent per annum 
There is the further point that the buyer who is in a position to 
arrange for prompt payment, where there is an advantage to be 
gained, is likely to have first consideration when suppliers have 
special "bargains" to offer 
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In certain circumstances a supplier receiving an order will send 
a. pro forma invoice and ask for payment before sending the goods 
If this is agreeable to the buyer he will submit to 
the proper authority a requisition for a cheque The E™ Forma 
counting house will treat such payments as advances 
to the supplier and hold the documents in suspense until the goods 
have been delivered and the fully checked and certified invoice 
comes through in the ordinary way They will not credit the fro 
forma invoice to the supplier s account as this might lead to duph 
cation 1 e both th t pro forma and certified invoice might be credited 
to the supplier 

A similar procedure will be adopted in the case of Cash on De 
lvery purchases except that the cheque will be retained in the 
counting house until the goods amve and will be handed to the 
supplier or his agent by a counting house clerk after the inspectors 
have examined and passed the goods 
Where goods are purchased from foreign suppliers the question 
o oreign currency exchange must be considered in .new of possible 
fluctuations between the time of placing the order 
and that of paying the account Differences of ex Purchases in 
change may move against the buyer or in his favour cu^en^ 
causing him to pay more or less for the goods but 
such differences are inconvenient and should be avoided 
The best plan is for the buyer to fix a rate of exchange with the 
supplier at the time of placing the order so that the buyer is practic 
ally buying in sterling and knows exactly what the goods will cost 
If the supplier is not agreeable to this a forward exchange con 
tract may be arranged with a bank Under such a contract the 
ank agrees to supply a certain sum in foreign money on a certain 
future date in return for a certain amount in sterling so that the 
retailer knows just how much he will have to pay 
As goods obtained on approbation are not thereby purchased 
the ordinary order form must not be used for them A special 
appro form for this purpose is illustrated on page 
92 Copies of the Appro Order Form are circu Goods 
lated m the same way as an Order Form — original cm Appro 
to supplier duplicate to receiving room triplicate to 
counting house and quadruplicate to stay ir the buyer s office To 
prevent confusion copies of appro orders should be printed on 
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APPROBATION ORDER 



Deliver to above address 
Date for delivery 18 th May 1931 


The above goods will be returned or ordered on or before 
18th June 1931 

For and on behalf of 

Union Furnishing Stores Ltd 
H Robinson 


Requisition 

Goods Received 

Appro Note Passed 

No CFF 10U 

Date 1816/31 

Date 1915/31 

Dept Mr Ford 

Remarks O K 

Remarks 0 K 


F A Wells 

F A Wells 


Inspector 

Inspector 
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paper of a different colour from that used for copies of orders 
The suppliers will be asked to send appro notes with the goods 
giving the same information as invoices 
The receiving room is not concerned with the terms on which 
goods are obtained and will therefore treat appros in the same 
way as orders and suppliers appro notes in the same way as 
suppliers invoices but appro goods should be noted as such in 
the Goods Received Book 

The buyer will issue his selling instructions in the usual way 
but all copies of the instruction form should be marked appro 
goods or where appro transactions are common special forms 
headed Selling Instructions {Appro Goods) and printed on paper 
of a distinctive colour should be used for them 
Such distinctions are necessary because appro goods must 
be readily identifiable as such to anyone in the know and must 
therefore be specially marked by using tickets of 
a distinctive colour or design idenhfi. eatwn 

The buyer will check and sign the suppliers ° Goods 
appro note and then send it to the counting house 
where it will be matched with the triplicate appro order and 
held pending information as to whether the goods will be ordered 
and paid for or returned to the supplier The quadruplicate copies 
of the appro orders outstanding will be held in the buyer s office 
as a record of appro goods on hand 
In 'ome businesses the counting house takes no interest at all 
in appros and the suppliers appro note is left with the bujer 
but this is inadvisable as the house is responsible for the goods 
and the buyer s handling of them should therefore be subject to 
supervision 

Appro goods still belong to the supplier and must therefore 
be excluded or listed separately at stocktaking times and sales 
made from them must be specially reported to the buyer who will 
note such sales on his copies of the appro fortns and send the 
supplier an order for the goods sold marked Sold from appro 
on all copies 

It will be noticed that the Appro Form on page 92 gives 
a definite date by which the goods wilt either be returned to the 
supplier or ordered from him This date is necessary to regularize 
the transaction but it can of course be extended bj arrangement 
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with the supplier When the date arrives and the supplier asks for 
a decision, the buyer will find out from his copy of the Appro Form 
whether any of the goods have been sold, will send 
Settlement" someone to verify the quantity shown as still on hand, 
for Goods' 0 and will dSade whether or not he wishes to keep them 
He will then send the supplier an order, marked 
" kept from appro ” on all copies, for any goods which he wishes to 
take into stock, and will either return the balance or arrange to ex- 
tend the penod of approbation Goods obtained “on appro " should 
not be retained indefinitely as there is danger of their becoming 
shop-soiled, in which case the supplier will expect the retailer to 
purchase them It is better to return goods which do not find a 
purchaser within a reasonable period and obtain fresh goods 
Suppliers’ invoices for goods sold or kept ‘from appro ” will be 
sanctioned by the buyer, and will then go to the counting house 
to be marked off the appro notes held there and credited to the 
suppliers' accounts The receiving room is not interested in 
them 


Goods relumed to a supplier for any reason should be accom- 
panied or preceded by a proper Returns Note giving full particulars 
of the goods, of their value and of the reason for 
^Supplier* 0 retum A suitable form is illustrated on page 95 

The Returns Note should be prepared in triplicate, 
the original to go to the supplier with the goods or in advance of 
them, the duplicate to go to the counting house and the triplicate 
to remain in the buyer s office 

If the counting house has charged the buyer with his stock at the 
selling prices as shown on the selling instructions the total value 
of the returned goods at selling prices should be noted on the 
counting house and buyer s copies of the Returns Note, so that the 
buyer will be given credit ’ for them on his "Stock Control 
Account " This figure does not concern the supplier 
If the goods are returned for credit and the supplier agrees, be 
will send a Credit Note, which will be checked and signed by the 
buyer and passed on to the counting house who will match it with 
their copy of the Returns Note and debit the supplier's account 
If they are * appro " goods, the buying office and counting house 
will mark them off their copies of the appro orders 
If they are goods returned temporarily, for repair or alteration. 
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RETURNS NOTE 


UNION FURNISHING STORES LTD 
37 I- 393 High Street Redhill 


RETURNS NOTE 


No CFT 436 
Date I8th June 1931 


The Surrey Furniture Factory Ltd 
Neva Road Dorking 


Please receive the following goods- 


Quantity 

Sire 

Description 

p "“r 

1 Total 

1 

BJt 

Sideboard in Oak 

i 6 18s 

1 8 18s 



Model S 801 




For 


Returned from appro (CFP 7137) 


Kindly acknowledge receipt at once 

For and on behalf of 

Union Furnishing Storss Ltd 
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the duplicate and triplicate of the Returns Note will be held in 
the counting house and buyer s office respectively until such time 
as the supplier returns the goods when the receiving room will 
advise the buyer and counting house of their arrival 

It is vitally important for returns to suppliers and redelivenes 
by them to be recorded m this way and to be closely watched as 
the misuse or non use of Returns Notes offers con 
Returru siderable scope for dishonesty and controversy In 
Safeguard some businesses Appro Orders and Returns Notes 
in respect of appro or other goods are made no 
charge but this practice is not recommended as the passing of 
goods in and out on no charge memos is a loophole for dishonesty 
and makes it difficult for the counting house to follow the transac 
tions and keep their records in order 
The purchases routine described in this chapter enables the count 
ing house to watch the buyer s operations from day to day and 
by the co operation of the receiving room to stop 
of C Buying an y ‘regular transaction 

This co-operation between the counting house and 
receiving room may also be used to enforce any limitations upon 
the buyer s powers either m regard to the quantities he shall buy 
or the suppliers with whom he shall deal For example in some 
businesses buyers orders to suppliers must be countersigned by a 
principal who scrutinizes them and also signs the receiving room and 
counting house copies If the principal refuses to sign a particular 
order the receiving room will not take in the goods and the counting 
house will not accept the invoice 
In other cases the buyer is given a free hand to buy what he 
likes up to a certain limit for each month For example he may 
be allowed to buy goods to the value at cost prices 
Sanctions of £500 for February £600 for March and £800 for 
April These amounts are spoken of as sanctions 
or allocations and will be based on the anticipated sales for 
the month in question reduced to a cost basis by the deduction 
of the average rate of gross profit for the department For example 
if a buyer making 33J per cent gross profit on his sales is expected 
to make sales amounting to £1 200 in Apnl he must be allowed to 
spend £800 on stock Regard must also be paid to the buyers 
existing volume of stock and if he is under instructions to reduce 
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or increase his stocks Ins sanctions must be reduced or increased 
accordingly 

Where such sanctions are in operation, the buyer's orders are 
countersigned by a principal or counting house official, who satisfies 
himself that the buyer is "open to buy' the particular 

Record of amoun t for the particular month s delivery before he 
Commitments * 

signs any order To facilitate this, the counting house, 
or a “merchandise office, established for the purpose, keeps a 
record of "Commitments' similar to that illustrated on page 97, 
and marks off the amount of each order passed against the "sanc- 
tion'' for the month of delivery 

Every week the merchandise office sends an "Open to Buy" 
Statements each buyer, showing the amount he is still free to 
spend foT each of the months in respect of which 
°Stat«ment Uy 333011003 have been fixed A specimen * Open to 
Buy Statement is given on page 99 
The sanctions are usually fixed six months ahead, but at the 
beginning of each month a “ supplement may be added to the sanc- 
tion In deciding the amount of this supplement the management 
will take into account recent fluctuations in the buyer s stocks and 
sales, any special advertising or displays that may be devoted to 
his goods, and any balance that he may have left over from the 
previous month s sanction In exceptional cases a buyer 5 sanction 
may be curtailed instead of supplemented 
The need for such a system of buying control is obvious in the 
case of department stores where there may be a hundred or more 
buyers If they were all given a free hand to buy 
Control 1 33 rauc h as they liked it would be impossible to 
arrange the finances of the business The sanction 
system enables the management to limit the commitments of the 
business as a whole, and to spread this limit over the departments 
m a way that will be to the best advantage The buyer s objective 
will be to keep as close as possible to the amount of his sanctions 
as he knows that they are a measure of his efficiency If he finds 
difficulty in keeping within his sanctions, it means that he is over- 
buying or buying the wrong goods, and, if he is not spending the 
whole of fus sanctions it means that he is not making the most of 
his opportunities 

The buying control system should not be allowed to delay the 
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issuing of orders to suppliers as this might result in the loss of 
business One cannot always rely on principals, directors, or count- 
ing house officials giving immediate attention to the passing of 
orders and for this reason most department stores establish a 
' merchandise office and appoint a ‘merchandise manager” 
specially to deal with the weak 
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STOCK KEEPING 

It is hardly possible to over estimate the importance of efficient 
stock keeping to a retail business Efficiency in selling efficiency 
in buying and net profits are all affected to a very considerable 
extent by efficiency in stock keeping 
The salesmen require an adequate supply of every line close at 
hand and in fit condition for presentation and sale to the customers 
The buyer wishes to turn over his stocks as rapidly as possible in 
order to be in a position to buy fresh stock continually and be also 
wishes the work of stock replenishment to be as automatic as possible 
The management expects the stocks to be properly recorded and 
precautions taken against all risks of loss damage or depreciation 
There are therefore lour chief objectives in planning a stock 
system — convenient arrangement systematic replenishment care 
ful preservation and proper recording 
In planning the arrangement of stocks the nature of the goods and 
any special treatment they need must be the fust consideration 
Most merchandise has display value both individual 
and collective that is to say individual lines dis Arrangement 
played make their own appeals to the customers and 
sell themselves and the collective appeal of a large and well 
assorted stock is a great attraction to customers On the other 
hand most merchandise suffers from exposure and in a shop or 
showroom it may be exposed to dust damp sun rats mice moths 
and other pests mauling by customers kicks knocks from brooms 
and passing goods and many other nsks 
Stock arrangement is therefore a compromise between display 
and presen ation and in most cases the problem is solved by 
giving each department a showroom designed to provide suitable 
conditions for displaying and selling the goods and a stockroom 
designed to provide suitable conditions for the storage of goods 
This arrangement has the advantage of economizing the more 
valuable showroom space 3nd using less valuable space in odd 
comers or adjacent buildings for stockrooms 
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The stock in the shop or showroom, which may be called the 
"forward,” "service,” or "displayed’ stock, will be arranged with 
an eye to saleability, which necessitates convenience 
^Stocks'* the salesmen and display to the customers 

Every line m stock should be represented in the 
showroom, so that salesmen do not have to keep customers waiting 
■while they go to the stockroom, and the quantity in the showroom 
should be more than sufficient to cover the day’s business, in order 
that it does not have to be replenished during busy hours It is 
a common practice to keep in the showroom at least sufficient stock 
of each line to cover two days sales, and to replenish this every 
morning by bringing forward from the stockroom sufficient of each 
line to make good the previous days sales When this practice 
is followed there is little fear of running out of stock dunng the 
day 

The modem idea of shop arrangement, which came to us from the 
United States, is to make the shop a showroom and have all goods 
visible to the customer In some trades, it is possible 
Itockj 4 *° g° further and arrange the stock in such a way 
that the customers can examine the goods and make 
their choice without having to explain their requirements to a 
salesman 

Except in the case of goods which would be damaged by handling, 
there is a great deal to be gained by such an arrangement, as it 
makes for quicker service and pleases the working-class type of 
customer who is apt to be irritated or embarrassed by the attentions 
of a salesman 

In such shops, the salesmen will be chiefly engaged in wrapping 
goods for customers and taking the money for them and it will 
be necessary to take precautions against customers 
P A^um°t nS helping themselves without paying, by providing 
Shoplifting an adequate staff of salesmen and supervisors, or 
detectives dressed as shoppers Shophfting, both 
amateur and professional is becoming more and more common, 
and it is important to leave no goods lying m hidden comers 
Where goods are exposed on tables, the tables should be as low as 
possible and the goods should only be heaped when the tables are 
against walls This will enable customers to be observed from a 
distance Another method of checking shoplifting is to use mirrors 
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fceety m fitting up the shop as, m this case, a shoplifter can never 
be certain that she is unobserved 

Where goods are exposed for customers to make their own selec- 
tion, the prices must be obvious and it follows that this arrange 
ment is only suitable for goods which are sold at 
attractive prices With many articles of superior Arrangement 
quality, the difference between the apparent value ciau Trade 
and the selling pnee must be bridged by salesmanship 
and demonstration and it is better to put them an ay in showcases 
and let the salesman introduce them to the customers m an appro- 
priate manner This fact, and the fact that better class goods are 
often more delicate, makes the exposure of forward stocks unsuited 
to better class business 

In this better class business, the salesman must be able to 
produce goods to suit the individual customer s requirements, and 
he must have time for sales persuasion and demonstration , therefore, 
the stock must be so arranged that he can put his hand at once on 
the exact goods he wishes to show the customer, without walking 
far or having to move other goods 

Careful consideration should be given to the positions allotted 
to the various lines Goods most frequently called for should be 
m the most convenient positions, goods that have 
the most display value should be m the most promi t h«°un« 
nent positions and goods that are associated in any 
way should be close together 

To facilitate demonstration and save walking about the goods 
should be grouped to meet the requirements of individual customers , 
for example, articles of clothing stocked in various sires should 
be grouped in sizes and arranged systematically according to price, 
so that the salesman can take the customer to the stock ol her size 
and work up or down the price range according to the circumstances, 
without showing the customer an article that is not her size or that 
is not the price which the salesman has in mind 

If the stock covers a very wide price range it may be advisable 
to divide it into sections so as to separate the inexpensive goods 
from the high class and to keep high class customers away from 
goods and. aiatanw.es which they might regard as ‘common" 
Many stores have separate departments for the cheaper goods, 1 e 
"inexpensive millinery,' "inexpensive dresses, ’ etc. 
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In laying out space for forward stocks, care must be taken to 
leave plenty of room for customers, salesmen and passers-by, 
and plenty of flat surfaces — tops of counters, tables, 
n„*a„ t etc — for any demonstration measuring cutting, or 
packing that has to be done Salesmen should not 
be allowed to leave stock on these working ’ surfaces, as this leads 
to confusion and to stock being damaged through having other 
stock dumped on top of it 

Shelves and partitions should be used to divide stocks, and to 
make it unnecessary to put stock on top of or in front of any other 
line It is a great waste of time to have to move one line to get at 
another, and pulling goods from underneath or behind others often 
leads to damage and breakage Wherever possible, such fixtures and 
fittings as shelves partitions and showcases should be movable 
to permit of readjustment to meet changed conditions In many 
shops, service is hindered by cumbersome fixtures and fittings that 
have become obsolete through changes in the nature of the stock 
earned 

The reserve or ' bulk stocks should be packed away in a 
stockroom designed to protect the goods from any risks to which 
they may be subject It is a cunous fact that many 
st^ckJ* retailers pay no attention whatever to their stock- 
rooms and leave the disposal of reserve stocks to 
porters or juniors who dump them m any odd comer, without 
a thought to its suitability In these circumstances, the goods are 
often exposed to far greater risks in the stockrooms than they are 
in the showrooms and they are shop-soiled before they reach 
the shop There is also great danger of stock being mislaid and 
forgotten until it is unsaleable The reserve stocks should be ar- 
ranged just as systematically as the forward stocks so that there 
is a proper place for everything and no time ls lost m the work of 
replenishing forward stocks 

Shelves and partitions should be used in the same way as with 
forward stocks and, if the stockrooms are extensive the storage 
spaces should be numbered and an index should be drawn up, 
showing the location of the reserve stock of every line 

Reserve stocks are usually kept in the containers or packings in 
which they have arrived from the suppliers as these keep them 
dean and protect them from damage If this is the case, working 
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spaces or tables, on which goods can be unpacked and prepared for 
sale before being taken into the showrooms, and "waste bins" for 
the paper, shavings, cardboard, string, etc , should 
be provided in the stockroom Unless this is done, ' 5 g’ 0 “^ n! 
the stockroom floors are bkely to be littered with 
rubbish, and the staff may even unpack goods in the showrooms 
and litter them with rubbish 

The first step towards ensuring proper care being taken of both 
forward and reserve stocks is to define the responsibility for them 
The stocks should be divided into sections of con 
venient size, and every section should be the respon Stock 
sibihty of one individual, who must see that it R« p0 ruibitity 
is kept in good condition The responsibility for the 
showroom stock may be divided amongst the salesmen each sales- 
man being made responsible for the section nearest to his " station 
The salesmen may also be made responsible for the reserve stocks 
of their sections, or, if a stock keeper is employed, he may be made 
responsible for the reserve stocks 

This responsibility should only be given to persons who have 
sufficient knowledge of the goods to know how they should be 
handled and stored, and sufficient authority to assert No 
themselves in protecting the stocks It is absurd to Responsibility 
give this responsibility to an ignorant ]unior or an ^ithout 
unskilled stock keeper, who knows little or nothing 
of the goods and cannot be expected to stop senior men from 
muddling or ill-using the stocks 

Supervision of the condition of stocks calls for observation and 
foresight rather than time and labour, and is sufficiently important 
to merit the attention of the senior salesmen who should appreciate 
the fact that it is greatly in their own interests to keep their stocks 
m good condition 

From the viewpoint of the manager or bujer, preservation of 
stock means less waste and fewer sacrifices of gross profit on shop- 
soiled goods, so that it is up to him to see that the salesmen look 
after their stocks, to keep an eye on the stockrooms and any sections 
that are likely to be neglected, and to make general rules for the 
protection of the stocks 

These rules will provide for goods of a delicate nature to be 
"Tapped and put away or covered at night and during cleaning 
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operations They should also forbid the placing of goods near 
machinery, boilers, fires, or work benches where they would be in 
danger of damage, and employees should be warned 
Protection not to * a ^ e mea ^ or refreshments near the stock 
of stocks The use of ink may also be forbidden, as it is a 
source of damage. 

Another rule which is necessary m most showrooms and stock- 
rooms is to keep all merchandise off the floor, out of the way of 
dirt, kicks, brooms, vacuum cleaners, spilled liquids, and damp 
The bottom shelf of a tier or cupboard should be at least 6 In off 
the floor, and low wooden platforms should be placed under piles 
of merchandise 

The use of brooms loi sweeping is objectionable, as however 
carefully they are used, dust is bound to be raised and this pene- 
trates into showcases, cupboards and packages Even in the stock- 
rooms a powerful vacuum cleaner is preferable 
The rules for stock preservation should also cover the action to 
be taken in the event of a salesman discovering a damaged article 
m his stock It is important for damaged goods to 
be removed from show at once as it will create a 
bad impression of the shop if a prospective customer 
notices the damage, or give nse to a complaint if 
the goods are sold in a damaged condition 

In many shops, special labels are provided for damaged goods 
These labels aie large and of a distinctive colour, and carry the 
wording “For attention' or 'Not for sale ’ with a space in which 
the salesman who notices the damage writes brief particulars as 
an indication of the work to be done If these labels are affixed 
immediately damage is noticed, there will be no fear of damaged 
goods being shown to a customer 
Light articles labelled as damaged should be sent straight to the 
buyer's office for his inspection Heavy articles should be hidden 
from view as far as possible, and a note should be sent to the buyer 
reporting the damage The buyer should arrange for damaged 
goods to be repaired as quickly as possible, because most damage 
is cumulative and goods in an unsaleable condition represent idle 
money which may become a dead loss 
"Tire Tsyifcv m tft ■s&'uOa irfliuwchm/cj ft. vnqJitrytA •tepw/l£> V& %. 
extent upon the unit value of the articles dealt in, and the frequency 
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with which the forward stocks must be replenished Where the 
unit values are small as in the case of the average grocer s con 
fectionet s ot tobacconist s replenishment ol the 
forward stocks can easily be arranged by setting aside Repi^jjment 
for each line a space drawer or other container which 
in the case of quick selling lines must be filled ever} morning in pre 
paration for the day s business The person entrusted with the task 
of replenishment will merely have to look round the fixtures and 
bring out the required goods from the stockroom The replenishment 
ol the slow moving lines may be left until they are obviously 
running low 

The same visible system may be employed in the stockroom where 
if a partitioned space is set aside for each line it will be obvious 
when stocks are running low and further quantities should be 
ordered from suppliers 

With goods of a substantial unit value eg ladies costumes 
coats etc the forward stocks may be replenished by reference to 
the carbon copies of the salesmen s sales checks which 
show the goods that have been sold and must therefore S o,*/coo<js 
be replaced When the day s sales are summarized 
in the buyers office for the purpose of preparing an analysis of 
sales a list of the goods sold can be prepared and sent to the stock 
keeper as a requisition for similar goods to be sent forward into the 
showrooms 

As an alternative to this the price tickets may be detached from 
all sold goods and sent to the stock keeper as requisitions for similar 
goods to replace them This method is specially suited to a business 
in which the forward stocks are very limited and must be replenished 
immediately goods are sold in order not to risk losing business 

When heavy goods are being sold fairly quickly as in the furniture 
and hardware trades the showroom stock may be treated as samples 
and the orders executed out of reserve stock in which case the 
salesman will send the delivery instructions to the stockroom and 
the goods will go direct from the stockroom to the dispatch 
department 

Where valuable goods are kept in reserve stocks it is essential 
to maintain a unit stock record or perpetual S(oek 
inventory which will show the movements of each Records 
line m and out and the balance at any time 
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A suitable form of Umt Stock Record for this purpose is illustrated 
on page 108 In practice a loose leaf book or card index is used 
with a separate sheet or card for each line The sheets or cards 
may be arranged alphabetically under the names of the lines or 
numerically under the stock numbers whichever will be the most 
convenient for reference 

Goods received from suppliers and an> goods in new condition 
returned by customers are debited in and goods sold with any 
goods returned to suppliers are credited out A new balance 
figure representing the stock on band is entered after ever} move 
tnent of stock is recorded 

The Requisitions columns do not form part of the debit and 
credit account as they are merely a memorandum intended to show 
what the stock keeper has requisitioned If a stock keeper makes 
the common mistake of duplicating a requisition for stock running 
low these columns will draw attention to the duplication 

It will be noticed that the actual stock has been checked on the 
12th of May and the fact recorded on the heading Where running 
stock records are kept it is a good plan to check some of the balances 
with the actual goods at frequent intervals and this can most con 
veniently be done just after a requisition has been received as the 
stock will then be at its lowest 

The Unit Stock Record may be kept cither bj a clerk in the 
bujer s office or by the stock keeper and it mav either be confined 
to the reserve stock or cover both forward and rcserv e 
stocks Where both forward and reserve stocks are 
kept in the same building and under the same con 
tro! it will probably be advantageous to include both forward 
and reserve stocks in the stock record figures without distinction 
and to have the record kept by a clerk in the buyers office 
Where however reserve stocks are housed in separate buildings or 
come under the control of an executive other than the manager or 
bujer of the selling department it ma\ be advisable to keep separ 
ate records for forward and reserve stocks and the reserve stock 
record maj be kept bj the stock keeper 

The heading of the Unit Stock Record on page 10S gives maximum 
an/i ’nuttarcam ods Vmrfts fur V) t Vine 'A ■k’.V. bfc WwA <ao. 
the nth Ma> when the stock had fallen to the minimum of 4 the 
stock keeper requisitioned 8 in order to bnng the stock up to the 
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maximum figure of 12 This illustrates the working of these maxi 
mum and minimum stock limits which are exceedingly useful in 
shops where a large number of trading lines are 
Maximum and regularly stocked 

Stock" Limits The system works almost automatically and has 

the effect of keeping the stocks within the limits fixed 
by the buyer preventing overstocking or running out of stock 
Where the stock record is kept in the buyer s office there will be 
a double check on running short as the stock keeper will be 
expected to watch the actual stocks in relation to the minimum 
stock figures given to him and the clerk who keeps the record 
will be expected to keep an eye on the relation between the mini 
mum limits and the balances shown on his accounts 
Every time replenishments are requisitioned the maximum and 
minimum stock limits are quoted on the requisition (see page 78; 
so that the buyer can reconsider and revise them if necessary and 
alter the quantity requisitioned in order to give effect to his revision 
Where a unit stock record is kept and its accuracy is proved 
by frequent physical checks it will be valuable as a basis for the 
preparation of stock lists at stocktaking times The 
Stocktaking stock lists may be made out by extracting the de 
scnptions and balances from the stock record cards 
and checking the balances with the actual stock or testing some 
of them This will give far more accurate results than where the 
stocktakers have no basis to work on or have to use the previous 
year s sheets 

Where there is no unit stock record and the stock lists have to 
be made out from the actual goods it will be best for each salesman 
or stock keeper to prepare a list of the stocks for which he is re 
sponsible and for a counting house official or other responsible 
person not connected with the department to check the lists with 
the actual stock It will save tune if the salesmen prepare their 
lists in advance leaving the quantities to be filled in on the day 
of stocktaking The salesmen and the officials checking the stock 
can then go round together and fill in the quantities 
Where the stock consists mainly of regular trading lines and the 
stock is frequently taken it will be worth while to have lists of the 
lines printed ready for the quantities to be filled in 
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Although stocktaking entails a considerable amount of w ork and 
incom emence it is a most important operation and there arc con 
siderable advantages in listing and checking the stocks 
frequently For example stocktaking calls attention Advantages 
to surplus out of date mislaid or damaged stock stocktaking 
and the more frequently the stocks arc review cd the 
less nsk there is of loss through cumulative depreciation in value 
or condition 

Furthermore stocktaking provides evidence of the value of the 
stock which is imperative for accountancy and audit purposes and 
also for the purpose of revising the fire and other insurances on the 
stock or making a claim for loss or damage A retailer would have 
considerable difficult} m settling an insurance claim for compensa 
tion for Joss or damage to stock if he could not produce either a 
unit stock record or a recent stock sheet 

There is the further point that when stocktaking is /rcquenil) 
earned out the staff become experienced at the work and there 
is less fear of mistakes being made and passed 

In man} retail businesses the occasional stocktaking is little more 
than a farce Persons who have no qualifications for the work are 
pressed into service for the listing and checking (if an} ) 
and they do the work reluctantl} and with no sense St ^ ) ^£'^ de 
of responsibility while the more important executives stocktaking 
take no interest whatever in the stocktaking In these 
circumstances stocks are overlooked or counted more than once 
damaged or obsolete stock is taken m at full value goods already 
invoiced to customers or returned without allowance being made 
or purchases not yet credited to suppliers are included and even 
items of equipment standing on capital accounts may be listed as 
stock 

Unless a unit stock record is kept there is a very strong 
argument for taking stock at the end of every month Some of 
the multiple shop companies insist upon weekly stocktaking at all 
branches 

Branches of multiple shop companies are usually charged with 
their stock at selling prices and the managers do not know the 
cost of the goods At stocktaking tunes the stock lists from the 
branches will show the stock at selling prices i e including a margin 
of profit which has not yet been achieved and for the purpose 
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of a Trading and Profit 3nd Loss Account or Balance Sheet, the 
head office officials must reduce the branch stock figures to a cost 
basis, either by going through the items individually 
and revaluing them on a cost basis, or by deducting 
Listed at from the total value at selling prices a percentage that 
Prices' eliminate all profit margins and reduce the value 

to a cost basis This collective method of revaluation 
saves a great deal of work and time, but it is not safe if the profit 
margins vary very considerably between different lines, as in sucli 
cases the average gross profit made by a business is no guide to the 
average profit margin on the stock on band It will often be found 
that the stock left on hand consists mainly of goods on which 
the profit margin is above the average 
Where a number of departments or branches are charged with 
their stock, at either cost or selling prices, provision must be made 
for transfers between departments Such transfers 
Transfers may be occasioned by alterations in the scope of 
departments or the creation of new departments, the 
abandonment of departments, or by branches having to apply to 
one another for supplies A form of transfer suitable for such 
purposes is illustrated on page 113 This gives both selling and 
cost figures, so that the counting house can charge whichever is 
appropriate 

The form is also used for inter departmental charges for expenses, 
whether arising out of the transfer of goods or any other operation 
This enables a department transferring goods to obtain credit for 
any money they have spent on preparing or improving them, or 
a department lending a salesman to another department to obtain 
credit for his salary In some businesses, a department or branch 
called upon to transfer goods to another department or branch is 
allowed to charge the transferee 5 per cent "commission” on the 
selling value of the goods 

Transfer forms are prepared in quadruplicate by the department 
which desires to be credited The original and duplicate are sent to 
the department which is to be debited, the triplicate is sent to the 
counting house and the quadruplicate is retained in the department 
which prepares it If the manager of the department debited 
agrees the charge, he will sign the original and send it to the 
05 nafcu»g btvisit, kesp/ng ifapftra&n 'on Via item is In ttiu 
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INTER-DEPARTMENTAL TRANSFER 

Ho JRX 6)31 

TRANSFER OF STOCK OR EXPENSE 
(only for Inter departmental use) 

Date 6th May. 1931 


Debit Fancy Department 
Credit ironmongery Department 
with the following 


GOODS 

Selling Price 
per each 

Total 

Quantity 

Description 

12 

Lamontex Ash Trays 

s d 

2 3 

L % d 

1 7 - 

Stock No 7718 

Cost 

. . 

- 18 9 

EXPENSE 

L * d 


Reason for transfer 

Instructions from Managing Director 

Slh May. 1931 


Accepted 

Ji Cole John Harm 

Buyer Fancy Dept Buyer Ironmongery Dept 


Any Objection to this Transfer must be Made to the 
Counting House within Three Days 
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counting house the original will be matched with the triplicate 
and used as a \ oucher for the necessary book keeping entries 
If the manager of the department debited objects to the charge 
he must make his objection to the counting house within three days 
otherwise the counting house clerks may make their 
Objections entries from the triplicate Inter departmental trans 
Transiers lets are often a source of controversy between the de 
partments concerned and if left to the opposmgparties 
to settle these controversies might drag on for years or the transfer 
might be forgotten entirely It is for this reason that the counting 
house receives early intimation of the transfer and that a time limit 
is placed on objections Any objection would be dealt with im 
partially by tBe counting house or management and settled at once 
Inter-departmental transfer forms must only be used for stock 
transfers when the goods are permanently transferred to a selling 
department in saleable condition Where goods are temporarily 
loaned they can be covered by an IOU given to the transferring 
department by the borrowing department (The loaning of goods 
for window display is dealt with in Chapter X ) Where goods are 
spoilt by another department e g the dispatch or display depart 
ment they should be charged on a Waste Note 
Waste Notes are used to report the loss breakage or destruction 
of any article in stock however caused The illustration on page 115 
Waite shows the form in common use 
Note* ior These Waste Notes are prepared in duplicate by 
B«ik* m the department responsible for the particular goods 
the original to go to the counting bouse and the 
duplicate to remain m the department 
The counting house will reduce their valuation of the stock in the 
department by the value of the sjxwled goods at «ellmg price or cost 
according to the basis of charging They may charge the cost of 
the goods to the expenses account of the department or leave the 
shortage to adjust itself at stocktaking time when it will operate 
by way o! reducing the gross profits of the department The former 
method is preferable as it enables such losses to be totalled and 
draws attention to any unreasonable volume of them 
The declaration of salvage \alue on the Waste Notes should be 
scrutinized in the counting house to see that damaged goods with 
any mercantile value are not thrown away or sacrificed and the 
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WASTE NOTE No cmv 719 

Date 7th May. 1 931 

From China Department 
To Counting House 

Please delete the following goods from oar Stock — 


Quantity 

Description 

Selling Price 

Total 

9 

Feng Chang Dinner Plates 

S d 

I 6 

£ * A 

IS 6 

Stock No 922 

Cost 

■n 

Full particulars of loss — 

Broken in re-arranging stock, through 

Name of any Individual at fault Mu 

1 1 

— 

Arrangements for disposal of salvage — 

Thrown away 

£ * d 

Value of salvage ml 


Employees Causing Damage 

or Loss op Goods Should IF H Simpson 

be Severely Reprimanded by 

their Departmental Manager Buyer China Department 



9-<6lj6) 
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declaration should be followed up to see that the realisable value 
is accounted for by the department 
Where goods are spoiled by the dispatch display, premises or 
-,ome other department there may be an argument as to whether 
the cost should be charged to the selling department 
which has suffered the loss or to the non selling de 
partment in whose hands the loss has occurred In 
the absence of special considerations it is best in such 
cases for the selling department to be made to bear the loss as the 
non selling departments handle the goods on behalf of the selling 
departments and have no means of recovering losses whereas the 
selling departments can usually provide for such losses in fixing 
their paces 

For example a china department should provide for possible 
breakages in fixing the percentage of profit to be included in its 
. . . paces and unless the breakages aie charged to the 

Provided for department their cost may be overlooked 
"Rates'* Dispatch and display costs are selling expenses 
which must be provided for out of the gross profits 
of the selling departments and if the cost of breakages and spoils 
were charged to the non-selluig departments the effect would be 
to penalize the departments selling non perishable goods in favour 
of those selling perishable ones The idea of punishing a non 
selling department by charging it with damage is absurd 
If a buyer finds that his goods have been damaged by negligence 
m another department he can of course complain to the manage- 
ment and ask them to take the matter up and he can quote the 
evidence of negligence on the Waste Note 
Where damaged or repaired goods are saleable at a reduced price 
the adjustment should be made on an Alteration in Selling Price 
Instruction not on a Waste Note 
If the departments are debited with their stock at selling prices 
—the charge being taken from the counting house copy of the 
selling instructions — it will be necessary for them to 
^n”elLng* notl ty the counting house of any alteration in the 
Prices 6 selling paces either an increase or decrease from the 
selling price stated on the Selling Instructions 
For this pi rpose it is customary to supply the buyers with forms 
similar to that illustrated on page 117 m triplicate books On these 


Goods 
Spoiled in 

Dispatch or 

Display 
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forms the buyer gives his instructions for the selling prices to be 
altered— on the records and on the tickets The original goes to 
the person responsible for making these alterations, the duplicate 
to the counting house and the triplicate remains m the buyer's office 
The counting house will scrutinize their copy, and. if it appears 
to be in order will debit or credit the department s stock control 
account with the total increase or decrease This procedure gives 
the counting house the opportunity of objecting to a pnee change, 
if they consider the alteration undesirable 
Where any system of buying control is in operation it will be 
advisable for the management to follow the movement of the stocks 
from week to week In most department stores 
Control Stock Control Accounts showing all movements of 
Accounts stocks in the various departments are kept in the 
counting house and from these accounts summaries 
are prepared for the inspection of the management 

An illustration of a Stock Control Account is given un page 
This account is a simple debit and credit account balanced weekly, 
and in the example all the items are calculated on the basis of the 
selling paces 

AU goods passing into the department from suppliers customers, 
or otheT departments and all increases m selling prices are debited, 
while all goods passing out of the department to customers suppliers, 
and other departments and all wastage or reductions in price, are 
credited The derivation of the entnes and the p3ges on which 
the forms in question are illustrated are given in the following table — 
Debits From r >oi 


Goods received Selling instructions 87 

Returns from customers Credit notes 299 

Transfers from other departments Transfer notes 1*3 

Increases in selling prices Alteration m pnee instructions 117 

Credits Trom 

Sales Sales checks 280 

Returns to suppliers Returns notes 93 

Transfers to other departments Transfer notes 113 

Reductions in selling prices Alteration in price instructions 117 

Waste and breakages Waste notes 115 

Price concessions Price concession report 143 


In all entnes the value at selling paces must be taken as this 
Stock Control Account is based on selling values and the balance of 
the account shows the stock at selling prices 
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Where it is considered preferable to keep the Stock Control Ac- 
counts on a cost basis the same form of account will be used, 
but the cost figures will be taken from the Selling 
Cost'and Instructions Returns Notes, Transfer Notes, and 
Cost of Waste Notes and it will be necessary to reduce to a 

Salw cost basis the figures taken from the Sales Checks and 

Credit Notes to customers for returns 
The cost value of the sales made, or returns credited, will be 
found by deducting from the figures the average percentage of gross 
profit actually made by the department, on sales, as shown by the 
departmental trading accounts For example if a department js 
known to show an average gross profit of 25 per cent of its sales, 
it may be estimated that the cost value of the goods sold in any 
normal period is 75 per cent of the sales for the period 
Where the stock is charged to the departments on a cost basis 
it will not, of course be necessary to record alterations in selling 
prices, or price concessions to customers on the Stock Control 
Accounts except where a concession takes the form of goods being 
given away 

The "Summary of Estimated Stocks’ on page 121 shows the 
way in which the Stock Control Account figures are summarized 
for the use of the management It will be noticed 
S EstIm»7ed° f that the estimated stock figures arrived at are com- 
Stociu pared with the " targets" for stock, which the buyers 
arc expected to aim at in regulating their purchases 
The targets are fixed by the management with the object of limiting 
the amount of money invested in stocks and spreading this invest- 
ment over the departments in the way that is likely to be of the 
greatest advantage to the business as a whole The fixing of stock 
targets will be dealt with in Chapter VIII 
Where the buying is controlled by means of Sanctions, ' the 
relation between a buyer s estimated stock and his target for stock, 
as shown by the extreme nght-hand column of the Summary of 
Estimated Stocks, will be taken into account m fixing or supple 
menting his sanctions 

In department stores a great deal of importance is attached to 
the relation between the volume of sales and the average stock of 
a department, or the "stock tura," as a «. called U a. draps.*.- 
ment has made sales amounting to £40 000 in a year, and its 











122 


RETAIL MANAGEMENT 


average stock, at selling prices, during the year has been £10,000, 
it is said to have a stock taro of 4 The suggestion is that the 
department turns its stock over four times a year, 
"“Pan* ’ though, of course, this is an average figure, and 
there may be some lines in the department bought 
and sold oat weekly and others hanging fire for years 
In order to lessen the confusing effect of this averaging, some stores 
divide each department into a number of sections for the purpose of 
calculating stock turns taking care to put quick-moving goods in 
different sections from slow moving goods 
Stock turn figures are, however, most valuable for purposes of 
comparison between different periods, and the scope 0! the figures 
is not, therefore, so important as the need lor them 
Value loi t 0 be comparative Although the stock turn figure 
Purposes of a department for a particular year may not 
disclose dead stock, the figures over a penod of years 
will show accumulations of dead stock 
Stock turns vary very considerably between different trades, and 
different departments In one store the millinery department may 
be turning its stock twelve tunes a year, the cabinet furniture 
department four times a year, and the jewellery department only 
once a year, and all of them may be considered equally satisfactory 
for the particular trade 

Some of the factors affecting stock turns may be summarized 
as follows — 

I Nature of Goods Perishable goods must be bought more 
Factors sparingly and more often than non perishable goods , 
Affecting therefore, the stock turn on perishable goods is higher 
Stock Turns 2 Nature of Demand Articles for everyday use 
command a ready sale with frequent repeat orders, and therefore 
businesses dealing in daily necessities have higher stock turns 
than businesses dealing in luxuries or occasional requirements 

3 Fluctuation « n Trade A business with a steady trade all the 
year round has a better stock turn per annum than one with seasonal 
trade, where stocks may be idle for months, or one with fluctuating 
trade, where there is a tendency to overbuy 

4 Class of Customer Better-class customers expect a much 
greater variety to choose from than working-class customers, there- 
fore the stock turn of a better-class business is lower 
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5 Special Orders Where there is a large volume of special orders 
for customers and goods are being sold from samples, models, or 
photographs, the stock turn is very considerably improved 

6 Buying Policy In some trades it is good policy to cany stocks, 
e g where quantity discounts can be obtained and in other trades 
it is not eg where fashion changes are common The business 
which cames stock as a policy will naturally have a lower stock 
turn than the one which avoids doing so 

7 Manufacturing Where a retailer has his own factories, or has 
an arrangement to take frequent deliveries from a neighbouring 
factory his stock turns will be improved to a very great extent 

Although stock turns are usually quoted "per annum," most 
retailers like to follow the figures closely and it is customary to pre- 
pare interim statements at quarterly or even more 
fingm frequent intervals, showing the rate at which the 
Statement stocks are being turned, and giving comparisons with 
the corresponding period of previous years, and with 
the target stock turns fixed by the management which the 
departments are expected to achieve 

A statement of this kind is illustrated on page 123, and shows 
the effect of cutting down stocks of luxury goods to meet trade 
depression This has improved the stock turn, except in the case 
of the department with the lowest rate of turn, illustrating the fact 
that the lower the rate of stock turn of a business, the less flexible 
it is in meeting changing trade conditions 
The "average stock figure for the quarter is found by adding 
together the estimated stock figures for all of the weeks in the 
quarter and dividing by thirteen 

Where stocks are charged to departments at cost prices, the stock 
turns will be calculated by deducting the average rate of gross 
profit from the sales, thus arriving at the "cost of sales," and then 
dividing the average stock at cost into the cost of sales 
In some department stores, the stock turns are calculated by 
dividing the average stock at cost into the sales, so that, instead 
of showing the average turnover of stock, the "stock 
S u> < ReUtwn t tura ' shows the number of times the amount invested 
to Sales in stock has been covered by sales With this method, 
the stock turn figures are affected to a very 
considerable extent by the gross profit rates For example, a 



CHAPTER VII 

PRICES AND PROFITS 

A retailer s turnover is made up of a large number of small 
transactions each of which should make some contribution to his 
profits after providing for costs and expenses 
The items which must be provided for in fixing retail selling prices 
may be summamed as follows — 
x The cost of the goods or the materials from which they are made 

2 The cost of preparing the goods for sale 

3 The expenses directly connected with the sale 

4 The establishment and other overhead expenses oi the business 

5 A satisfactory margin of net profit 

6 A provision for mark downs and waste 

The cost of the goods means the amount paid to the supplier 
for them plus any expenses directly incurred in bringing them to 
the shop For example if the retailer pays for the 
the°GooL carnage of the goods from the supplier s factory or 
in the case of imported goods pays the freight 
manne insurance and customs duty this can be considered as an 
addition to the cost of the goods 
For the purpose oi fixing retail pnees the unit cost of every article 
of merchandise must be known and therefore when a buyer buys 
a mixed job lot or a bankrupt or salvage stock it is necessary 
for him to apportion the total cost ovex the vanous lines in order 
to amve at the unit cost of each line The unit may of course 
be a single article a yard a pound a pint or any other measure 
Similarly when the buyer pays the expenses of bringing the goods 
to the shop he must apportion that cost over the vanous lines 
included in the consignment In practice he will calculate what 
percentage of the cost of the goods these expenses amount to and 
will add that percentage to the unit cost of each line For stock 
taking purposes such expenses may be included as part of the value 
of the goods 

The cost of prepanng the goods for sale includes the cost of 
a® productive work or improvements executed by the retailer for 
1*6 
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example the tnmmmg ol millinery the poMung oHmmture tta 
stuffing ot pillows end cushion, the making up ol blrnds and 
curtains the grinding and roasting ol coflee or the ^ 
blending ol tea Piepu.t.on 

Such costs may be ascertained by calculating the 
acS cS ol The labour and matenals used m the 
spreadmg this cost over the number ol units » orked o p 

,1 £t 1 6 s is spent on tramming 3 doren ha s this represents . £ 
addition ol Is to the cost ol each hat Alternately the pro- 
d active work may be looked upon as a separate bmumss 
paitment which IS allowed a percentage o furmture 

teds expenses For example the pobshmg shop ol a ImmUir 
busmess Tay be allowed 5 per cent o« the cos. ***«£ 
polishes to cover all its expenses ol 

allowed to the productive department will be ad 

^Preparation cost, also represent an addition to » £ 

goods and for stocktaking purposes prepared goo 
at their original plus preparation cost . . j. , nc i u de 

The expenses directly connected with the sale ol the i g deb 

commissions payable to salesmen and others pa g 
expenses the expenses of granting credit or r Direct 
purchase terms and the cost oi any aftersales 
or incidental service given to the customer cus 

Some of these expenses may be chargea e 0 expects goods 
tomers as separate items ,or "“\ P 'j lh ^ a °T ,he customer who 
to be dehvered may he charged lor carnage ^ ^ cover 

expects hire-purchase terms may be ch g 

the expenses and the customer who expects carpets to be m y 
be charged lor planning making up and laying adding a 

Alternatively" such expenses may be recovered % .“'Xg 
percentage to the cost ol the goods beta. atadattpS the seUmg 
prices the percentage being detem.ned by the retader s expenenc 

0f T h he“£ect expenses depend upon the —■*££££ 
busmess and the service ,t oflers to its customers C ““ p ^“ 
service costs money and the customers mns P a y 
or mdirectly II the majonty ol a retader s =ton»» 
selves ot a lacd.ty or service it wdl be more convenient lor him 
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to provide for the cost m fixing his selling prices than to charge 
them separately but if only a small proportion of his customers 
require the facility or service it will be advisable for him to charge 
that proportion of his customers separately otherwise he will be 
giving them an unfair preference over his other customers and he 
will make his prices unattractive to 1 is other customers 
For example a furnisher specializing in hire purchase business 
fixes his selling prices to cover the interest on the capital invested 
the clerical expenses and the risk of bad debts and gives a cash 
discount to any customers who pay prompt cash instead of taking 
the credit offered On the other hand a furnisher with a large 
volume of cash business will fix his selling prices on a cash basis 
and charge hire purchase customers interest 
It is important to note that this class of expenses vanes almost 
m direct relation to the volume of turnover The greater the turn 
over the greater the direct expenses 
The overhead expenses consist of all the remaining expenses 
of the business including rent rates taxes lighting heating and 
other premises expenses salaries and wages adver 
Expenses 1 tIsin S ar) d display expenses depreciation and upkeep 
of equipment and vehicles stationery telephones 
postages and interest on debentures and loans These expenses do not 
vary in direct relation to the volume of turnover they must be m 
cun-ed in anticipation of sales and met whether sales are made or not 
Methods of classifying overhead expenses and apportioning them 
among departments are described in Chapter XIX 
In most businesses the principals work to a target of net profit, 
an amount which they consider should be earned bj the business 
to reward them for their enterprise and the use of 
Profit their capital This target is usually a percentage of 
the capital invested in the business For example 
the proprietors of a drapery business may expect it to show a net 
profit of 15 per cent per annum on the capital invested in it which 
in the case of a business with a capital of £100 000 would amount 
to £15 000 per annum The target of net profit may be added 
to the overhead expenses for the purpose of price fixing 
The greater the turnover the less each transaction has to con 
tnbute to the overhead expenses and net profit therefore the less 
need be included in the selling prices for them 
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In view of this the retailer must estimate the turnover of his 
business before he can say how much should be included m his 
selling prices to cover overhead expenses and net 
profit For example, if the overhead expenses and Turn0Ter 
required net profit of a business amount to £ 20 000 on Prices 
per annum and the turnover averages £ 100 000 per 
annum, the selling pnces should include 20 per cent for overhead 
and net profit, which means 2 5 per cent addttion to the cost 
direct expenses of the goods If however the turnover isincrMsed 
to £120 000, the selling pnces need only include i 6 i p 
overheads and net profit, which means 20 per cent addition to 

C 0 \Vhere h th= 0 ^centage added to cost lor overheads 

remains unaltered, increased turnover means an increased per 

centage ol profit to turnover, and decreased turnover 

means a decreased pereentage ot profit to turnover „„ 

For example, it, in the case ot a business with a Prefiu 
turnover ot £100,000 the overhead expenses , 

to £.2,000 and the net profit .0 £8000. and •* *»««« 
be increased to £.20,000 without cutting pnces or adtog ; to Um 
overhead expenses, this would increase the net pro £ . 
Expressed m percentages. the mcrease ot 20 pe, cent . tumever 
woild have the effect ot rednang the overhead expenses from » 
cent to 10 per cent ot the turnover and increasing the profit from 
8 per cent to io per cent of the turnover must 

Vn pnee fixing, however, the effect of pnces on tumoverm^ 
be considered, as well as the effect of turnover on profits Reduced 
pnces nearly always mean larger turnover an 1 Effect of 
may therefore be advantageous for a retailer w Pnces on 

benefitmg by increasing turnover to pass some o uraover 
the benefit on to his customers by revising his pr 
vision for overheads and profits on the mcreased turnover basis, 
and thereby reducing his pnces , ^th a 

In this tSy he may secure a 

consequent further increase m net profi , . nuantitv 

makes tor economies in the cost of the goods as quanhty 

discounts can be obtamed, and it may make for F 

percentage figures of preparation costs and 
Sample although mcreased turnover wfil increase the total 
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of delivering goods to customers the cost per consignment delivered 
should be reduced as the number of consignments increases Quicker 
trade also makes for more frequent turning of stocks and reduces 
the risk of goods becoming out of date and having to be sold at 
a reduced pnce with consequent loss of profits 
In fixing selling prices it must be home in mind that the full 
margin of profit included will only be obtained if and when the 
whole of the goods are sold at the prices fixed If 
Profits* an y °* t ^ le g°°d s ultimately have to be sold at pnces 
below those originally fixed for them or any of them 
are lost through waste or breakage there will be a consequent 
loss of profit Where therefore such reductions in pnce or losses 
are common they must be provided for in pnce fixing 
Reductions in pnce are most common in the fashion trades where 
they are known as mark downs and represent sacnfices made 
in order to clear goods which are becoming out of 
date For example a fumer may buy a consignment 
of jo furs for £5 each and mark them for sale at £10 
each— aiming at a gross profit of 100 per cent on cost He may 
sell five of them at this pnce and then find it advisable in view 
of a change in the fashion to sell the remaining five at £6 each in 
order to clear them This mark down will reduce the amount he 
receives for the consignment of furs to £80 and reduce his gross 
profit to £30 1 e 60 per cent on cost 
If this transaction was typical of the fumer s business he would 
be in the position of having to aim at a gross profit of 100 per cent 
on cost in order to achieve a gross profit of 60 per cent on cost 
\V&>te applies particularly to penshable goods and represents a 
loss of part of the quantity of merchandise purchased For example 
a Const may purchase T20 chrysanthemums for 20s 
Waste 1 e 2d each and mark them for sale at 3d each 
aiming at a gross profit of 50 per cent on cost 
He may sell 100 of them at this pnce and then have to throw the 
remaining 20 away This loss will reduce tbe amount he receives 
for the chrysanthemums to 25s so that he makes 5s profit on them 
1 e 25 per cent on cost If this transaction was typical of the 
flonsts business he would be in the position of having to aim 
at a gross profit of 50 per cent on cost in order to achieve a 
gross profit of 25 per cent on cost 
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Incidentally this table shows to what extent mark downs eat 
into profits and explains the failure of many inexperienced retailers 
who fix their prices without providing for mark downs 
The adiantage of quoting the mark down as a percentage of 
sales is that it enables a buyer to regulate his mark downs accord 
jng to his sales For example if his anticipated mark down is 
8 per cent of sales he knows that for ever) £ioo of sales he makes 
he can if necessary appropriate £8 to the marking down of goods 
that are hanging fire 

Great diversity of practice and some confusion of thought exist 
amongst retailers m regard to the calculation of percentages Some 
retailers base all their percentages on the selling prices so that in 
speaking of a 33J per cent mark up they mean 
a mark up which will show a gross profit of 33 i per 
cent on selling 

Other retailers bas** all their percentages on the cost of the goods 
so that in speaking of a 33! per cent mark up they mean an 
addition of 33 J per cent to the cost of the goods which would show 
a gross profit of 25 per cent on selling A 10 per cent mark down 
would mean to them a reduction in pnee equivalent to 10 per cent 
of the cost of the goods 

It does not matter which basis a retailer works on so long as he 
is consistent and does not conluse his assistants In dealing with 
incoming merchandise the cost basis is usually the more conxement 
as it facilitates the calculation of the selling prices in marking up 
goods In other words it is easier for an assistant marking up 
goods to add a certain percentage to the cost price than to work 
out how much must be added to the cost price in order to show a 
certain percentage on selling In dealing with collective results 
however it is usually more convenient to base the percentages 
on sales as the sales turnover will be the basic figure and it will be 
desired to show costs expenses and profits as proportions of sales 
In giving instructions or quoting statistics the basis 
of any percentages mentioned should always be Precautions 
stated eg 50 per cent on cost 33J per cent of pontages 
selling pnee 30 per cent of' sales 
If an analysis of an individual selling pnee is being prepared it 
may be advisable to show the various items in relation both to 
cost and selling prices as shown in the illustration on page 134 
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ANALYSIS OF SELLING PRICE 


Thunderer Tablp Grand Gramophone Stock No 127° 




Percentage 
of Cost 

percentage 
of Selling 
Price 

Cost of components 

Cost of assembling 

Total cost 

Provision for delivery bite pur 
chase and after sales service 
expenses 

Overhead expenses 

Net profit 

Provision for mark down 

Selling price 

£ ‘ \ 
276 

2 6 

i « 

5 

47l 

A 

12 6 

■ 2 6 1 
5 - 

' 25 

■ 4 ° 

25 

10 

SO 

1 S' 

5 

5 - - 

100 

| 500 





A study of the relation of his costs expenses and profits and 
comparisons between the anticipated and actual results in the 
various sections departments or branches ot his 
of studying business enable a retailer to find out where he is 
C proftt»* 4 ma k'ig money and where he is losing money Also 
0 he is able to examine any proposition submitted 
to him hy a supplier or customer and judge whether or not he 
can enter into it with profit This is of great importance in businesses 
where big contracts for customers or important agencies for sup- 
pliers are undertaken 

Price fixing is not merely a matter of accountancy — policy enters 
1 ery largely into it but it is very important for a retailer to formu 
late and apply his price policy with his eyes open and with facts to 
wotk on instead ot having to gambl*> 01 rc\y on guess-work The 
retailer who knows his costs may decide to sell some goods at a 
very low profit or even at a loss as an advertisement or he 
may decide to exempt some departments from making any con 
tnbution to the overhead expenses or net profits of the business 
He knows approximately how much it will cost him to make the 
sacrifices necessitated by such a policy and is therefore in little 
danger of taking a false step 
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Price is a vital factor in competition between shops and the 
retailer must therefore study his competitors prices and learn all 
he can about their mark ups and profits. He will 
wish to avoid price comparisons which are unfavour influence ol 
able to his shop because every selling pnce which is on p fl c es 
above that of close competitors is a bad advertisement 
In considering the addition of a new line to his stock therefore 
the retailer should try to find out whether it is being sold by his 
competitors and 1/ so at what pnce It is then for him to consider 
whether he can afford to sell the line at that pnce or at a lower 
price If he finds that selling the line at the competitor s pnce will 
not give him a sufficient margin of profit he should avoid stocking 
it It may be that the competitor is selling that particular line at 
a sacnfice as an advertisement in which case the retailer will be 
dl advised to copy him unless the line is one that his customers 
are demanding 

Where a retailer continually finds himself at a disadvantage in 
pnce compansons with his competitors he should make a very 
thorough investigation into the matter as tbs suggests that he is 
not buying economically or that his expenses are unduly high 
Some retailers make a practice of deliberate pnce cutting work 
mg on small profit margins and keeping their expenses down in 
order to show lower prices than their competitors 
Although the idea of giving the best value for 
money is commendable and in some trades a pnce 
cutting retailer is well supported by the public price cutting cannot 
be recommended as a trading pohej because it is destructive rather 
than constructive The price cutter s activities tend to reduce 
margins for overheads and profit to a dangerously low level and 
if any unforeseen circumstance causes a substantial reduction in 
his turnover he is faced with a loss on trading 
Furthermore his economics in direct and overhead expenses may 
make his service to the public incomplete and unattractive driving 
away fastidious or critical customers Pnce-cutting is therefore 
unsafe in catering for better class customers 
The chief objection to pnee cutting as a policy is however the 
fact that it is not distinctive and is not therefore a sound basis 
for retail goodwill Any fool can cut prices and the pnce cutter^, 
is always in danger of some competitor even more economical 



RETAIL MANAGEMENT 


rash, cutting prices still further, m which case the pioneer of 
price-cutting may have to make sacrifices or losses in order to 
retain his customers Any goodwill which a pnce 
cutter builds up by price-cutting will be lost if his 
^Weakness * prices cease to be the lowest He has catered for a 
class of customer that puts pnce before everything 
else, and he will only retain this customer’s patronage so long as 
his pnces are the lowest 

Paces attractive to the customer are not always low pnces In 
many shops it is found that certain pnces have a peculiar attraction 
for customers because they happen to be convenient 

Customers or because the customers have been ‘ educated" to 
pay those pnces For example, it may be that in 
a certain shoe shop 25s is a “popular' pnce for a 
pair of men s shoes or that in a certain milliner’s 8s nd is a 
'popular ’ pnce for a hat The secret of this populanty is merely 
that the customers have acquired the habit of paying the particular 
pnce It may be that the pnce is the one most commonly met with 
or most freely advertised in the distnct, or that the customers have 
at some time or other been very well satisfied with an article bought 
at that pnce 

Many retailers find that new lines introduced at unusual pnces 
hang fire, but sell readily on being reduced to a popular pnce For 
example if a retailer has stocked a range of articles 
Prices 1 at 5 s 7 s 6d • and ros f° r some time, and then 
introduces a new line at 6s , he may find that his 
customers take no interest m it, until it is marked down to 5s 
It is not unknown for an article to sell more readily on its pnce 
being increased from an unusual figure to a popular pnce 

Such preferences or prejudices are understandable m view of the 
fact that many customers are quite unable to judge values To 
them, pnce is the only indication of value, and, although they have 
a very fixed idea of how much they should pay for an article, they 
have no means of estimating the relative values of articles offered 
to them at that pnce 

Some multiple shops practice what is known as " pnce lining," 
1 e establishing a popular range of pnces and buying goods for .sale 
at those pnces For example, a man’s hatters may stock bowler 
hat? at three pnces only, z^s , zos , and 30s, all paces be mg 
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adjusted to the price line nearest to the price indicated by the 
mark up This practice not only enables unpopular prices to be 
avoided but also greatly simplifies the work of the pnce 
stock keepers and salesmen and makes for fewer mis Lining 
takes in marking up quoting and entering It is 
however only suitable for a retailer who has his own brands of 
merchandise or a range ol lines that h.s competitors cannot obtain 
so that no direct comparison with competitors prices . is possible 
With common merchandise pnce lining winch usually operates 
as a form of pnce averaging would tend to take some pnces above 
those of competitors 

In the case of propnetary articles where the selling prices a 
fixed by the supplier the small relate usually assumes that the 
rate of gross profit which these selling pnces show him rnfntm 
is satisfactory the suggestion being that he can attord Article, 
to seU them at the same pnce as anyone else rhis 
assumption will not suffice in the case ot the important re 
who gives a specialist service to his onto . mm He *° 

be satisfied that the margin ot profit allowed by PP 
enough to cover In direct and overhead expenses and to show 

‘ EMITS -rse be content with . 

of profit on propnetary articles than on other goo busines s 

command a much more eady sale and bnng him a 1 

and there will probably be no preparation costs or mark do,vn Jo 

provide for in respect of them The due* expe. 

however be taken into consideration and the re semce 

his customers hire purchase terms delivery or a ropnetary 

without extra charge may be unable to deal m propnetary 

“‘in department stores and multiple shop companies pnces arid 
profits are looked upon as factors too vrtal to be left entirely 
the discretion of the departmental or branch managers po „ 

and some system of pnce or profit control is generally control 
adopted The measure of control vanes very con 
siderahly according to the nature of the business a yP 

departmental managers employed 

In some mult.ple shop companies the selling pnces wthep* 

centageof markup to be added to the cost are fixed by the 
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head office and the branch manager has no nght to make variations 
without the consent ol his head office With this system the branch 
will be debited with its stock at selling prices and made to account 
for every penny of it cither in sales in stock on hand or in conces 
sions authorized by the head office This system is described and 
illustrated in Chapter XVII 

In department stores the buyers may be given a free hand to 
fix prices and vary them at will provided they achieve a satisfactory 
gross profit on the trading for each period but moTe 
Target often are expected to work to target figures 
set by the management Targets are set for both the 
average mark up and the average gross profit so that the buyer 
is restricted both in regard to the profit he may put on new goods in 
fixing selling prices and the amount he may mark down the goods 
subsequently For example the target for the average mark up 
may be 33 $ per cent o! selling and that for the average gross profit 
25 per cent of sales This means that the buyer should nx his prices 
on new goods to show an average mark up of 33} per cent on 
selling and that his trading over a period should show a gross profit 
of 25 per cent on sales His mark downs should therefore be limited 
in total to iz\ pet cent on sales because he will have to show £100 
in sales for every £112 10s of original selling prices fixed 
Such restrictions are unpopular with buyers but it will be under 
stood that in a big store with dozens of departments it is impossible 
to give the buyers a free hand It has already been 
th" PoUcf pointed out that policy plays a very important part 
in pnee fixing and in a big store the policy of the 
store must take precedence over the policy of any department 
Where it is the policy for all departments to make as much profit 
as they can the buyers will be judged by the actual gross profit 
their departments show on trading and their average mark ups 
and mark downs will only become of importance when a reason 
has to be found for unsatisfactory profits in a department 

Where however it is the policy of the store to vary the normal 
procedure — for example to charge much lower prices 111 certam 
departments than th« buyers would wish to charge or to charge 
high paces on new goods and show substantial mark downs — the 
average mark ups and mark downs by comparison wjth the targets 
will show how far the buyers are carrying out the policy 
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On page 139 there is illustrated a Prices and Profits Summary 
by means of which the management follow the movements of prices 
gross profits and mark downs and compare the 
^Profits”* bu y ers achievements with the targets set for them 
Summary The figures for the Selling Pnces Fixed and Cost 
columns in the Mark up section are obtained by 
summarizing the counting house copies of the Selling Instructions 
(see page 87) 

The Gross Profit section shows the actual results the figures 
being taken from the trading account for the period The Sales 
figure is the sales less returns from customers and allowances to 
customers and the Cost of Sales figure is the purchases plus 
the stock at the beginning of the penod minus the stock at the 
end of the penod and any returns to suppliers 
The figures for the Reductions Reported column in the Mark 
Down section are obtained by summarizing the counting house 
copies of the Alteration in Selling Pnce notes (see page 117) any 
increases m prices being deducted from the total reductions 
Pnces and profits are so vitally important that their supervision 
should be the personal responsibility of someone who has the ability 
and authority to go fully into the facts and figures 
S of Prices" anc * S lve ,n structions for steps to be taken to correct 
«nd Profits any undesirable trend The work ments the atten 
tion of the proprietor or senior partner of a business 
or in the case of a limited company the chairman or managing 
director 

It is an extraordinary thing that in many businesses the statistics 
referring to pnces and profits are only studied by clerks who have 
no authonty to take steps to correct objectionable tendencies and 
probably do not know what steps should be taken In other cases 
the statistics are submitted to the management so long after the 
penod they refer to that the figures are of little or no use for adminis 
trative purposes as very considerable changes may have taken place 
in the meantime Principals and executives responsible for pnces 
and profits should insist upon receiving the figures as soon as 
possible after the close of each penod 
One danger point in supervising the pnce changes made by buyers 
is the possibility that it may deter the buyers from marking down 
lines that are hanging fire with the result that these lines 
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become unsaleable Generally speaking early mark downs save 
money because both obsolescence and depreciation are rapidly 
cumulative and an article that may sell readily on 
Mark^owns a io per cent mark down when it is waning in popu 
Mean Less larity or slightly soiled may not be saleable on a 50 
per cent mark down when it has become obsolete or 
dilapidated Mark down figures are no guide to the state of a buyer s 
stocks They merely show the sacrifices that have been made not 
the sacrifices that should be made 

A study of mqrk down figures in association with sales and stock 
turn figures may however draw attention to insufficient mark 
downs In a fashion trade a substantial reduction in the percentage 
of mark downs is always a matter for inquiry and where tins is 
accompanied by a falling off in turnover or m stock turn it is a 
positive danger signal 

In some shops and stores departmental managers or stock 
keepers have to prepare lists of slow moving or dead stock similar 
to that illustrated on page 14 1 at quarterly intervals 
014 * Stock for submission to the management The period of 
time after which merchandise must be regarded as 
old will be fixed by the management and varied to meet the 
characteristics of different departments 

This list enables the management to make recommendations to 
the buyer for the clearance of his old stocks but its chief advantage 
is that it compels the buyer to review his stocks at frequent intervals 
and make plans for the clearance of goods that arc hanging fire 
In many businesses it is considered advisable to grant price con 
cessions winch have no relation to the goods but refer to the indi 
vidual customers or their manner of purchasing Such 
Concessions concessions include discounts to employees share 
holders or club members trade quantity and 
cash discounts 

The objects of granting discounts to employees on goods pur 
chased for their own use are to encourage them to deal with the 
Staff S * 10 P ,n they arc employed to prevent them 

Discounts fraternizing with competitors or suppliers to interest 
them in the merchandise of the shop as a whole and 
to secure their goodwill by reducing their cost of living to a 
T ni tvpartnverti stores ft is Icmnd t'nat "bv allowing 
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the employees to do their shopping in the store dtinng the Mll> 
honrs ot the day, the employees obtain a general f of the 

departments and the goods stocked in them which th 

iTon, enables them to direct cnstomers who require ood n 
stocked in their particular department and leads them talk 
customers about goods in other departments , . 

Concessions granted to employees vary very considerably bet*«n 
different bnsuiesses In some cases they are charged 
of the goods, in others they am only allowed a small percentage 
off the ordinary selling pnce . . « 

Generally speaking a very generous policy in r^rd o staff 
purchases defeats its own objects as it >s found 
ployees are allowed to buy goods at cost pnces or 
a small percentage on cost pnces such purchases may be 

discouraged by the buyers and others an 1 ™ a y 

necessary for the management to place mi a employees 

and restnctions on the staff purchases in or er P saved 

from buying goods for outsiders and shanng in the amount 

b Vn cVntiu” this. ,« rs better to gw. the 
discount, off the selling prices, which mil be sufficien , es 

to buy from the shop, but not sufficient to e ™°“ ra 6 
with outsiders If such concessions still leave the s p 
margm of profit, the employees can be encouraged to buy as mu 
as they like, for themselves and their families , „ from 

Employees should he lorbidden to ' 6 ° as 5Uch relation 

supphers or to introduce business to s PP ^ appllcat , on of 
ship may lead to very objectionable prac buyers 

this rule is particularly important m the ** * irregular 

and executives, who have the greatest opportum 
relationships _ reK ular cus 

Discounts are sometimes given to share M ^ promotin g 
tomers who become club members wi 

goodwill and identifying them more closely wi Shareholders 

shop Some people are particularly attracted by dis 

counts and will buy as much as they can from a 

which grants them a concession A discount o 5 P more t han 

cent may be quite sufficient for this purpose 

offset by the benefits of the extra business obtaine 
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In other cases ‘ trade’ or “professional” discounts are granted 
to customers who purchase goods for resale or for use in their trade 
or profession By this means the retailer may be 
Discounts a ble to secure business which would otherwise go to 
wholesalers or manufacturers, and thus increase his 
own purchasing power, and he builds up goodwill with persons 
who are likely to buy in considerable quantities and introduce other 
customers 

The professional musician, who needs regular supplies of music 
and accessories, expects to obtain preferential treatment as com- 
pared with the amateur whose purchases are occasional and rela- 
tively unimportant In most cities, there are shops catering es- 
pecially for trade and professional customers, but, in the small 
towns, some enterprising retailer usually secures their patronage 
by means of discounts 

Where valuable concessions are made to privileged customers 
of any kind, the question arises as to who should have authority to 
grant the concessions in individual cases In a small 
ttCrurt business, persons claiming such concessions will 
Concessions usually be interviewed by the proprietor or manager, 
who will ask for their privilege ticket, trade or pro- 
fessional card, and satisfy himself as to their bona fides In a large 
business, concessions may only be granted to privileged customers 
who have an account and send written orders for then- requirements 
Under these conditions, the concession can take the form of a weekly 
or monthly ' rebate" credited to the customers account, and the 
salesmen who execute the orders need not know the extent of the 
concessions made to the privileged customers 

At one time salesmen were often given a free hand to " read their 
customers’ and 'adjust ’ the selling prices in accordance with the 
apparent means, bargaining ability or importance of 
" ^'the” 6 customers, but this position is rarely met with 

Customers nowadays and an ordinary salesman usually has no 
authonty to make bargains or grant concessions to 
customers The salesman is much better off with fixed prices, as 
he is relieved from the unpleasantness of haggling with customers, 
and his only responsibility in the matter of price is to see that the 
customers are charged the correct amount 
Quantity ennces»iOT& vn. rffmvti “to a’A cas'ioirfts's 
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with the object of inducing them to buy in larger quantities The 
concession may take the form of a discount or reduction in price 
or the throwing in of additional merchandise 
Discounts The baker s offer of seven penny buns for sixpence is 
paralleled m many trades and may be a very effective 
form of sales promotion Even in the case of regular customers 
the granting of quantity concessions is not a sacrifice as stocks in 
customers hands increase their consumption In other words the 
more they have the more they use Quantity sales may also have 
the effect of turning occasional customers into regular customers 
for example if the man who occasionally buys a bottle of wine 
can be induced to buy a dozen bottles he may get into the habit 
of taking wine with his dinner and so become a regular customer 
Cash discounts are not so commonly met with in retailing as 
they are in wholesaling but they have their advantages in trades 
or towns where long credit is the general rule but 
Discounts c* 5 * 1 tra de is desirable In most shops where discounts 
are allowed on cash sales the prices are fixed on a 
credit basis to cover interest on capital book keeping expenses 
and the risk of bad debts so that the cash discount is merely a 
rebate of a charge which docs not apply to the particular customer 
Where any form of price concession or discount is allowed it is 
important for it to be separately recorded so that the retailer may 
Pr ce know how much the concession costs him in a year — 
Concess on a guide to future policy Where departments or 
Report branches are charged with their stock at selling prices 
the aggregate concessions must be credited to their stock control 
accounts This only applies to concessions which operate by way 
of reductions of sales figures and not to discounts or rebates adjusted 
on customers ledger accounts 

A form of Price Concession Rejjort upon which a departmental 
manager may report concessions granted to customers and from 
which his Stock Control Account may be credited is illustrated on 

page 145 



CHAPTER VIII 


SALES TURNOVER 

In the preceding chapter some consideration has been given to 
the relation between sales turnover, overhead expenses, and prices, 
and in particular to the way in which a more or less unvarying 
burden of overhead expenses makes fluctuations in turnover cause 
even greater fluctuations in net profits 
The establishment and other overhead expenses of the retailer 
are the starting point for his study of turnover required The 
new shop is committed to spend a certain amount 
per annum on rent, rates, taxes, lighting, heating, R s *^°" n j f 
and other expenses, and its gross profits are limited Expenses 
by considerations of policy, competition, or pace 
fixing by suppliers It is therefore committed to secure a certain 
amount of turnover per annum before it begins to cover its expenses 
and make net profits For example, if its overhead expenses are 
£1,000 pec annum and its gross profit on trading is 20 per cent of 
sales, it must secure a sales turnover of £5,000 per annum before 
it begins to pay its way and make net profits 

Furthermore, overhead expenses usually increase as a business 
gets older, e g its employees expect increases in salary, its premises 
and equipment become more costly to maintain, and heavier burdens 
of taxation and rating are placed upon it 

If, therefore, net profits are to be maintained, the sales turnover 
must continually be increased In theory, the sales turnover of a 
business which has a sound policy and convenient 
premises, and gives good service to its customers. Natural 
should increase of its own accord as the goodwill 0 f sales 
develops and extends, but in practice this cannot be 
relied upon, owing to the influence of competition Furthermore, 
where a business is left to develop "naturally," there is a strong 
tendency for gross profits to decrease, because the customers' 
patronage is naturally drawn to the departments or lines which 
show the best value for money and therefore the smallest profits, 
and in the departments or lines which are relatively unpopular 
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because of their higher mark ups slow moving stocks accumulate 
with consequent heavy mark downs or waste 
This decrease in gross profits may more than offset the benefit 
of the increased turnover For example if a business has a sales 
turnover of £100 000 per annum with a gross profit of 25 per cent 
of sales and the turnover increases to £120 000 per annum with a 
gross profit of 20 per cent of sales the actual amount of gross profit 
will ha\e dropped £ 1 000 per annum although the substantial 
increase of 20 per cent in turnover will probably have caused a con 
siderable increase m expenses 

It is therefore advisable for the sales turnover to be planned 
and c ntrolled with the object 0/ direct ng the activities of the 
business and the customers patronage into profitable 
PU™. channels In practice the sales turnover is usually 
Turnorer planned in advance for each financial year 

The first step in planning sales turnover is known 
as forecasting 1 e estimating what the turnover and profits for 
the coming year are likely to be if no change m policy or methods 
is made Tor this purpose the retailer has to make two distinct 
surveys (1) a study of the trend of general and local trade con 
ditions and the way in which they are likely to affect his business 
and (2) an introspective study of the trend of business in his various 
departments or sections of stock 

A study of general trade conditions is much more important in 
some businesses than in others Most drapery furnishing and 
luxury businesses are remarkably sensitive to trade revivals 
and depressions but businesses specializing in essential services 
or foodstuffs may hardly notice them 
Trade revivals and depressions are respectively the upward and 
downward movements of what is known as a trade cycle in 
which certain basic commodity and industrial share 
Cycles pnees circle round their economic level or true value 
In a trade revival or penod of inflation such pnees 
rise above their economic level and in a trade depression or penod 
of deflation they fall below their economic level 
Raw materials and stocks and shares are a field for speculation 
by big operators whose activities prevent stabilization and cause 
pnees to swing above and below their economic level Their buying 
and selling arc purely speculative and quite distinct from the ordinary 
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“supply and demand’ business They buy in anticipation of a nse 
in prices and sell in anticipation of a fall in prices so that they are 
interested in forcing prices up or down, whereas the ordinary mer- 
chant is better off with stable prices 
When prices are falling, the speculators are active in driving them 
as far down as they can ordinaiy sellers are reluctant to sell be 
cause prices are unremunerative and ordinary buyers 
are reluctant to buy because they think prices may 
go lower This is what is known as 1 stagnation 
With prices below their economic level however, the buyers 
reluctance to buy is economically unsound and sooner or later 
they must begin buying and competing with one another for bar 
gains At this stage the big operators change their tactics and begin 
buying heavily for resale on the market at a profit, forcing prices 
up as far as they can Smaller speculators and buyers follow their 
example and, when conditions are favourable, prices may nse far 
above their economic level in what is known as a ' boom ' 

At this stage, buyers become reluctant to buy because prices 
are unattractive to them, sellers become apprehensive and eager 
to realize their holdings and bankers who have advanced money 
on stocks or holdings standing at inflated pnces begin to press for 
repayment, with the result that pnces begin to fall and the big 
operators proceed to precipitate the fall by heavy forward selling 
of stocks or holdings they do not possess but hope to buy subse 
quently at lower pnces This drives pnces below their economic 
level and completes the trade cycle, at the same time preparing the 
way for another upward movement, which inevitably follows sooner 
or later 

Any factor influencing production, marketing merchandising, 
consumption, or public feeling, e g wars political crises, crop results, 
strikes and lock-outs, big business failures or deaths 
of monarchs, may have the effect of prolonging, P cyci«° f 
curtailing, intensifying or modifying a trade revival 
or depression according to the effect on general business, so that 
one can never estimate with any degree of accuracy the extent to 
which an upward or downward movement may be earned, or 
predict the date of the turning point 
In the retail trade, signs of revival include nstng pnces, flotation 
of hew companies, opening of new branches by multiple shop 
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because of their higher mark ups slow moving stocks accumulate 
with consequent heavy mark downs or waste 
This decrease in gross profits may more than offset the benefit 
of the increased turnover For example if a business has a sales 
turnover of £ 100 000 per annum with a gross profit of 25 per cent 
of sales and the turnover increases to £120 000 per annum with a 
gross profit of 20 per cent of sales the actual amount of gross profit 
will have dropped £1 000 per annum although the substantial 
increase of 20 per cent m turnover will probably have caused a con 
siderable increase in expenses 

It is therefore advisable for the sales turnover to be planned 
and controlled with the object of directing the activities of the 
business and the customers patronage into profitable 
P *Sa"es 8 channels In practice the sales turnover is usually 
Turnover planned in advance for each financial year 

The first step m planning sales turnover is known 
as forecasting 1 e estimating what the turnover and profits for 
the coming year are likely to be if no change in policy or methods 
is made For this purpose the retailer has to make two distinct 
surveys (1) a study of the trend of general and local trade con 
ditions and the way in which they are likely to affect his business 
and (2) an introspective study of the trend of business in his various 
departments or sections of stock 

A study of general trade conditions is much more important in 
some businesses than in others Most drapery furnishing and 
luxury businesses are remarkably sensitive to trade revivals 
and depressions but businesses specializing in essential services 
or foodstuffs may hardly notice them 
Trade revivals and depressions are respectively the upward and 
downward movements of what is known as a trade cycle in 
which certain basic commodity and industrial share 
Prcies pnees circle round their economic level or true value 
In a trade revival or period of inflation such pnees 
nse above their economic level and in a trade depression or penod 
of deflation they fall below their economic level 
Raw materials and stocks and shares are a field for speculation 
by big operators whose activities prevent stabilization and cause 
pnees to swing above and below their economic level Their buying 
and setfing are purely speculative and quite distinct from the ordinary 
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"supply and demand" business They buy in anticipation of a rise 
in pnces and sell in anticipation of a fall in prices, so that they are 
interested in forcing pnces up or down whereas the ordinary mer 
chant is better off with stable prices 
When pnces are falling, the speculators are active in dnvmg them 
as far down as they can, ordinary sellers are reluctant to sell be 
cause pnces are unremunerative, and ordinary buyers 
are reluctant to buy because they think pnces may speculator^ 
go lower This is what is known as “stagnation ” 

With pnces below their economic level however the buyers 
reluctance to buy is economically unsound, and sooner or later 
they must begin buying and competing with one another for bar 
gains At this stage the big operators change their tactics and begin 
buying heavily for resale on the market at a profit forcing pnces 
up as far as they can Smaller speculators and buyers follow their 
example and, when conditions are favourable, pnces may nse far 
above their economic level in what is known as a ‘ boom ’ 

At this stage, buyers become reluctant to buy because prices 
are unattractive to them, sellers become apprehensive and eager 
to realize their holdings and bankers who have advanced money 
on stocks or holdings standing at inflated pnces begin to press for 
repayment, with the result that pnces begin to fall and the big 
operators proceed to precipitate the fall by heavy forward selling 
of stocks or holdings they do not possess but hope to buy subse- 
quently at lower pnces This drives pnces below their economic 
level and completes the trade cycle, at the same time preparing the 
way for another upward movement which inevitably follows sooner 
or later 

Any factor influencing production, marketing, merchandising, 
consumption, or public feeling, e g wars, political cnses, crop results, 
strikes and lock-outs, big business failures or deaths 
of monarchs, may have the effect of prolonging, Cycles** 
curtailing, intensifying or modifying a trade revival 
or depression according to the effect on general business, so that 
one can never estimate with any degree of accuracy the extent to 
which an upward or downward movement may be earned, or 
predict the date of the turning point 
In the retail trade, signs of revival include rising pnces, flotation 
of hew companies, opemng of new branches by multiple shop 
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comjimcs extensions and modernization of premises new de 
luxe lines brought out by manufacturers and a general awaken 
ing of commercial enterprise 

Effects Signs of depression include falling prices unemploy 
°Tr*de 4 * ment commercial properties vacant business failures 
cheaper lines brought out by manufacturers and a 
general stagnation of commercial enterprise 

A study of trade conditions enables a retailer to find out what 
departments of his business have followed the general trend of 
revival and depression and may therefore be expected to continue 
io do so and also which way business is likely to turn in the period 
under consideration 

I ocal conditions affecting forecasts of turnover may include the 
building of new houses industrial developments and public works 
improvements in travelling facilities the deviation of road traffic 
the opening of new places of amusement or recreation and the 
advent of new competitors In this connection the retailers 
object is to find out how far these developments are likely to 
affect his business and in which departments bearing in mind that 
in forecasting it is essential to deal separately with distinctive 
sections of a bus ness 

For the purpose of his introspective study of the trend of his 
own business the retailer should assemble all the figures he can 
that are likely to be ol assistance and ll possible 
Pas^Result! 6° bacli at least bvc y ears He must bear in mind 
that for forecasting purposes trends in business — 
upward or downward movements from year to year — are more 
eloquent than the isolated figures for a year A year s figures show 
where the business was but the trend of several years figures shows 
where it is going Generally speaking a steady movement in turn 
over upward or downward reflects inside conditions whereas 
fluctuations reflect outside conditions 
Where a business is very sensitive to general trade conditions 
turnover maintained in time of depression is as healthy as an 
increase and turnover unimproved in time of revival is as unsatis 
factory as a decrease Incidentally this shows the importance of 
studying general trade conditions 
The figures that are of sjiecial value in a study of past results 
•mdiude the sa^es turnover and the number of sales transactions 
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the average stock and stock turns the average mark up and actual 
gross profit achieved the expenses and the net profit 
The number of transactions will be found by ascertaining the 
number of sales checks used during the period This figure is of 
great importance in trades where prices fluctuate to Number of 
a great extent as the number of tVansactions is then Transactions 
a better indication of the actual volume of business and v ^j'* raee 
than is the total value of the sales 
By dividing the number of transactions into the total value of 
the sales made the average value or average check will be 
found This figure is some indication of the class of business being 
done or the spending power of the customers being served but 
m comparing different years allowances must be made for altered 
price levels 

In order to illustrate the process of forecasting it may be helpful 
to take a typical business as an example 

It may be imagined that a retailer with an old established 
business in good class trunks suit cases bags etc has developed 
trade in inexpensive suit and attache cases and ladies 
fancy handbags with apparent success but his trading Forecasting 
for 1930 results in a loss for the first time in the 
history of the business He wishes to forecast his turnover for 
1931 with a view to taking steps to avoid a repetition of the loss 
ffc prepares the following summary of his trading for the five years 
1926 to 1930 inclusive — 



Many retailers would consider these figures sufficient for their 
purpose as they suggest that the sole cause of the loss was the 
general depression in 1929-30 coupled with increasing expenses 
but our retailer wisely proceeds to go further into detail and 
prepares a summary of the available statistics for each of the three 
sections into which he divides his stock viz (1) suit attache and 
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other light cases, (2) trunks and heavy leather goods, (3) ladies’ 
fancy handbags 

section 1 

Sen Attach*, add Onn Light Curl 



This section shows a steady trend towards more business at a 
lower percentage of profit irrespective of general trade conditions 
The steadily declining average check, in combination with the 
declining mark up. shows that cheaper and cheaper goods have 
been sold and prices have been cut, so that the 
SaJes*»t°« increased business has been obtained at a sacrifice 
Sacrifice As the trader s expenses for 1930 amounted to 28 per 
cent of his total sales, this section with its gross profit 
of only 23 per cent in 1930. may be said to have made a net loss 
of 5 per cent The stock turn is healthy but the sharp drop in 
1927, in combination with the drop ui the average check, suggests 
that the bringing in of cheaper goods undercut some of the existing 
stock, and this is borne out by the heavy mark downs m subsequent 
years 

The retailer knows of no local development likely to influence any 
section of hi 3 business, and considers that changes in general trade 
conditions are unlikely to alter the trend m this particular section 
In forecasting the turnover and profits for 1931 it may therefore 
be assumed that if no change in policy is made, the increase in sales 
and transactions, and decline in profits will continue, and simple 
arithmetic, working on averages, will give the following forecast 
for 1931 
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It may be explained that the method of averaging is to take the 
total movement dunng the five year period and divide by four (the 
figures for five years only show four years’ movements) 

For example, the sales increased £1,245 in four years. Averaging 
an average of £311 per annum, so that an increase 
of £311 has been forecast This method contrasts with that used 
m a case where the turnover is practically steady, without trend 
or fluctuation in sympathy with trade conditions In such cases, 
the average of the live years figures would be taken, adding them 
up and dividing by five 

Averages play a very important part in forecasting because they 
make for moderation and feasibility There is a common saying 
amongst statisticians "Averages tell the truth Any abnormal 
figures, arising from exceptional circumstances should be excluded 
from the averages and where an important change of policy or 
practice has affected the results, the figures for periods preceding 
and following the change should be considered separately and not 
included in the same averages 


SECTION it 

Tminu and Hiatt Lilian Goods 



This section shows a trend of reducing turnover, accentuated in 
1929 and 1930 by unfavourable trade conditions with prices and 
profit rates more or less maintained on the reduced volume The 
stock turn has fallen away badly and indicates a volume of dead 
stock which will require heavy mark downs to clear If this section 
is charged 28 per cent of sales for expenses it will still show a 
net profit, but this profit cannot be considered ' healthy ' because 
the slow moving stock has not been marked down as it should 
have been 

The inference is that the development of cheaper trade in light 
goods has driven away some of the better*class customers, or that 
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the cheaper light goods have undercut and captured business from 
the heavy goods 

In forecasting the turnover and profits for 1931 it 
may be assumed that if no change in policy is made, 
the decline in the sales and profits will continue and 
simple arithmetic, working on averages will give the following 



In this case, the effect of averaging is to forecast a slowing up 
of the decline in turnover and profits, but this is consistent in view 
of the fact that the acceleration of the decline is attributed to trade 
depression, and the period under consideration will open with prices 
below their economic value, so that some improvement in trade 
conditions can reasonably be anticipated during the year 


SECTION III 
Ladiu Fahcy 1Ia.hdi.gi 



This section shows no particular trend, but merely a reflection 
of general trade conditions understandable in view of the fact that 
the goods are in the nature of “luxuries ” The retailer has been 
caught with too heavy a stock in 1930 and his sacrifice of gross 
profit has not been successful m reducing the stocks to depression 
level 

As general trade conditions have to be reckoned with in this 
section, further consideration must be given to the prospects for 
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1931 as seen at the end of 1930 A trade revival is overdue but 
political conditions are unfavourable and over production is dis 
couraging the speculative buying of many commodi 
ties If 1930 could be considered comparable with Considering 
1926 as regards general trade conditions one might prospects 
anticipate a substantial increase in turnover for 1931 
comparable with that of 1927 but the two depression years are not 
comparable In 1926 trade conditions began to improve after the 
failure of the general strike m May the results for the year 
therefore included a period of partial recovery On the other 
hand in 1930 the trade depression became worse m the latter part 
of the year 

In dealing with businesses affected by general trade conditions 
this practice of considering the trend during the year as well as 
from year to year is vitally important as years which 
show similar figures may have experienced movements Study>"5 the 
in opposite directions and the position at the end of Yea?”* 
the particular years would then be entirely different 

To facilitate the study of trends during the years graphs based 
upon the monthly sales figures will be very helpful A comparative 
graph of this kind is illustrated on page 156 Seasonal influences 
such as Christmas trade in luxuries must be borne m mind in 
studying the trend of business 

In the case of the ladies handbag example to forecast a repetition 
of the 1930 figures would be predicting some measure of recovery 
in 1931 from the low level at the end of 1930 and this may be the 
most favourable forecast that the retailer feels justified in making 
The forecast is therefore — 


Mark Up 

StUing 


The expenses of the business as a whole show a steady upward 
trend during the period under review and an average increase of 
£75 per annum a continuation of which would bnng the expenses 
for 1931 to £ 1 859 
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The retailer may therefore summarize his forecasts as follows — 



This gives the retailer his basts for the planning of his turnover 
and for calculating the probable effect of the steps he may take 
to correct the unsatisfactory conditions disclosed by the trading 
results 
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It should be recognized that such forecasts are merely common 
sense, systematically applied and expressed in figures They are 
only estimates, but they are a desirable alternative 
to blind guesswork The question of whether or not Advantages 
they will be proved by results does not arise as such Forecasting 
forecasts are nearly always a preliminary to adjust 
ments of policy and practice which should have the effect of guiding 
the results towards given targets 

A great deal of the benefit of forecasting comes from the informa 
tion gamed and points raised in making the forecasts In making 
allowances for local developments it may be impossible to forecast 
the influence on business that the opening of a new competitive shop 
or neighbouring cinema may have but the retailer does take such 
developments into consideration and will at least make a mental 
reservation for them m preparing his forecasts with the result that 
they will be taken into account in deciding the policy and methods 
to be adopted in the ensuing year and m fixing the targets Most 
new developments are likely to have an adverse effect upon the 
retailer s business unless he takes steps to counteract or profit by 
them, hence the advisability of inclining towards pessimism m 
forecasting 

The retailer must have faith in his own forecasts and expect them 
to be reflected in results unless he vanes his policy or practice 
hence he must not anticipate any improvement unless 
he takes steps to ensure it This seems obvious No Target 
enough, yet many retailers regularly target for sub ^Without”* 3 
stantial improvements without making any attempt Justification 
to achieve them 

Improvements must be organized as well as planned and the 
organization must be thorough For example if increased turnover 
*s planned and steps are taken to attract new customers stocks 
and staff may have to be augmented Alternatively if stocks and 
staff are augmented in anticipation of increased turnover the new 
business must be ensured by practical sales promotion work other 
wise the plan will merely lead to an increased burden of expenses 
Far too many retailers target their expenses in relation to sales and 
profit targets that cannot possibly be achieved and this has led 
to the failure of a number of important businesses 

Another very important point in planning improvements is the 
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date upon which the steps taken to ensure them will begin to have 
effect If the benefit of an alteration may not be felt until some 
time after the beginning of the year, a full years 
^Benefits* benefit must not be anticipated Tor example, if it 
of Planned ls decided to stop an item of expense which amounts 
Improvements ^ j*. r annum and the saving will not be felt 
until three months of the year have elapsed a saving of only £300 
must be mticipntcd J his shows the importance of planning sales 
turnover well in advance 

Where an unsatisfactory internal condition exists such as the 
accumulation of slow moving stocks clashing between sections of 
the business unprofitable cut price business or extravagant expendi- 
ture it may be most unwise to attempt wholly to remedy the trouble 
in one year It may take a year to eliminate the cause of the 
trouble and several years to recover from its effects 

This obviously applies to the trunk store which has been used 
as an illustration In this case the retailer has to undertake the 
following tasks (i) to reduce his expenses to an 
Th stOT™ nk amount which the business can afford in times 
Problem of depression say £1 500 per annum (2) to stabilize 
his mark ups on new goods at a percentage that will 
permit of substantial mark downs say 33 per cent mark up on 
selling {3) to stop price cutting in the Cases section and 
eliminate cheap lines which clash with the better-class goods (4) 
to mark down his slow moving trunks and handbags in order to 
clear them and make room for fresh stocks 
In order to accomplish these tasks it will be necessary for him 
to look upon 1931 as a year of stabilization rather than of extension 
Targeting W1 'f cc rtamly have to sacrifice the forecast increase 
in the sales turnover in cases in view of the 


necessity of stopping price-cutting and cutting down expenses 
He may therefore decide upon the following targets for 1931 — 
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and target his expenses at £1 500 so that the business just pays 
its way for the year 

This plan permits of substantial mark downs on old stocks and 
should put the business on a very sound basis for 1932 when by 
holding the mark up on new goods at 33 J per cent on 
selling and targeting for a more normal gross profit Foresight 
of say 30 per cent on sales satisfactory profits should 
he made There is the added advantage that if 1931 brings any 
measure of trade revival the sales targets are likely to be improved 
upon to a considerable extent and the business in new goods will 
carry the full 33 J per cent gross profit on selling 

It must always be borne in mind in targeting that stock marked 
down attracts one class of customer and fresh stock attracts another 
so that there is some advantage m having both marked down and 
fresh stock to offer although of course the two classes of stock 
would not be featured at the same time 

In view of the importance of studying ways and means in 
targeting it may be helpful to review in this chapter the means 
which the proprietors or management of a retail controlling 
business have at their disposal for the purpose of the Trend of 
influencing the trend of business The points of Bus!ness 
control may be summarized under the following headings — 

Buying and Stocks External Relations 

Price Fixing Personnel 

Service to Customers Expenses 

Lay out of Premises Sales Promotion 

The management may regulate the purchases of merchandise by 
keeping the buyers to sanctions as descnbed m Chapter V It 
is then a simple matter to increase or curtail the pur 
chases made for a particular department and to 
allocate the purchasing power of the business over stocks 
the departments in the way that will be of the greatest 
advantage to the business as a whole Control of buying incident 
ally controls stocks, because stocks may be built up by supplement 
m g the sanctions for purchasing and cut down by curtailing the 
sanctions 

Great care must be exercised in controlling buying and provision 
must be made to meet sudden trade developments otherwise there 
will be danger of departments losing the benefit of an unexpected 
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rash of business because they have inadequate stocks, and there may 
also be danger of departments faced with a sudden drop in turnover 
budding up heavy stocks 

It is the usual practice for a department store to fix targets 
for the average stock of each department and ask the buyers to 
aim at the targets in regulating their purchases Where “ sanctions " 
are in operation these will be calculated to keep the buyers' stocks 
in the neighbourhood of the targets If the stocks vary very con 
siderably dunng the year, owing to ‘ seasonal’ fluctuations in trade, 
a separate stock target should be prepared for each season 
In fixing the stock targets, the management will be spreading 
over the departments the amount which they consider should be 
invested m stocks by the business as a whole, having 
T« l «ts*or re S arl * to ^pdal tied up and the sales turnover 
Stacks ° r expected This aggregate stock target must not em 
barrass the business financially and the relation of the 
target stock figures to the target sales figures, 1 e the target stock 
turn, must be feasible It will be advisable for the management not 
to allocate the whole of the aggregate stock target at the beginning 
of the period, but to keep back a substantial amount, m ' reserve," 
to be used in giving monthly supplements to departments doing 
well, and to provide for special purchases by departments receiving 
large orders or contracts unexpectedly 
The relation between the target of sales, target of gross profit, 
and target of stocks will give the target of purchases For example, 
if a department is given targets of £6 ooo sales, £1,500 
Taretti*lml ^ Tcss P TO &t on sales and £1 ooo stock at cost, and 
Sanctions its existing stock is £500 at cost, the target for pur- 
chases is £5 ooo at cost, 1 e £4 500 to cover the target 
sales and £500 to cover the target increase in stocks In dividing 
the target purchases into monthly sanctions, consideration must 
be given to seasonal fluctuations in trade and also to bargain sales 
and other special events ’ These fluctuations must therefore, be 
estimated and the dates of the special events must be settled before 
the sanctions are allocated 

The. buyers or heads of selling departments should be m the 
best position to anticipate seasonal fluctuations, and say when 
events should be held but the steps taken to profit by the 
seasons, and the departmental events, must be co-ordinated to fit 
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into the general campaign and to avoid clashing For example it 
will be undesirable for one department to be holding a clearance 
sale of out of date lines while a neighbouring depart 
meat is holding a new fashion week Departmental 

It is therefore the practice m many department selling Plans 
stores to ask the buyers to submit their own draft 
plans for the coming year or season covering only their particular 
department These plans are considered by the management in 
relation to the genera! plan of campaign and targets and altered 
where necessary They then form the basis of the sanctions for 


DEPARTMENTAL MANAGER’S SELLING PLAN 

Department Sports Goods First Half 1931 

Month 

Events Suggested 

Estimated 

Sales 

Purchasing 
Sanctions 
Desired 
at Cost 

January 

Winter Sale Jan 5th to 24th 

650 

m 

February 

t Billiards Week Feb 9th to lith 
j Bridge Week Feb 23rd to 28th 

| 400 

250 

March 

( Club Week March 9lh to 14th 
] Easter Holiday Show March 
( 23rd to April 11th 

j 500 

350 

April 

\Tenvis Week April 6th to 11th 
( Cricket Week A prtl 20th to 25th 

| 450 

300 

May 

j If Ailsun Holiday Show May 

J 18th to 30th 

| 600 

400 

June 

( Bowls Week June 8th to 13th 

1 Aquatic Sports Week June 22nd 
{ to 27th 

| 450 

300 

Date 15th December 1930 H Bellamy 

Manager 
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purchasing A ' Departmental Manager’s Selling Plan ” is illustrated 
on page 161 

Where all buyers' orders to suppliers are countersigned by a 
merchandise manager he will be able to supervise the class of goods 
purchased and see that the policy of the management 
Supervising ^ being earned out by the buyers If it is desired 
oMloods to improve the tone of a department, he will query 
purchases of cheap goods and if it is desired to 
popularize a department he will query purchases of expensive 
goods In some shops so much importance is attached to the class 
of goods stocked that the merchandise is divided into grades, 
according to quality and price, and separate purchasing sanctions 
and stock targets are given for each grade 
The management may fix targets for average mark ups, and super- 
vise the selling prices and mark ups by watching the Selling In- 
structions upon which both the selling and cost prices 
C pr t |«3° f are stlown See 87 

By increasing the target mark up they will be able 
to show larger profits on selling and by decreasing it they will 
be able to make the prices more attractive to the customers 
II copies of the Selling Instructions are sent to the counting 
house as they are issued they can be watched from day to day, 
and any instructions which are not m accordance with the policy 
and target mark up can be quened with the buyer and, if necessary, 
countermanded through him before any of the goods are likely 
to have been sold 

Targets may also be fixed for gross profits and sacrifices of gross 
profit, in the form of ' mark downs, can be supervised by watching 
the copies of the Alterations in Selling Pnce Instructions, in which 
full particulars of the sacrifice are given to the counting house 
(see page 117) Here, again, the management is in a position to stop 
any reduction which the buyer is unable to justify Waste and 
breakages m the departments can be followed by watching the Waste 
Notes (see page 1x5), and any unreasonable loss can be made the 
subject of an inquiry 

Pnce concessions to customers may also be the subjects of special 
reports (see page 145), so that the buyer s movements can be fol- 
lowed closely and any objectionable concession can be quened with 
him 
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The relation of the target mark ups and target gross profits fixes 
the target mark downs, for example, if the target mark up is 
33$ per cent of selling price (50 per cent on cost) hatching 
and the target gross profit is 25 per cent of sales Mark Downs 
{33$ per cent on cost), the target mark down is 12$ per a p rofits 
cent of sales (i6§ per cent of cost) By totalling the 
mark downs and the sales for any period, the management can 
see how the actual percentage of mark downs to sales compares 

with the target . 

Mark downs may be encouraged with the object of clearing slow- 
moving stocks and increasing sales turnover, or discouraged with 
the object of building up stocks and maintaining profits It the 
buyers are made to submit lists of old stock (see page 141) this 
will enable the management to criticize existing selling prices 
on old stocks and, if necessary, instruct the buyers to make further 


reductions , . „ . 

The gross profits actually achieved are not quite so easily folio 
during the trading periods, but special interim trading accounts 
can always be prepared i< there is reason to suspect a serious 
deviation from the target gross profit Buyers wil usually -be 
judged in the long run by the gross profit balances of the trading 
accounts for their departments and then remuneration may ho 
largely by way nl commission on the gross profits, so that the 

management is in a position to ensure that the buyers wi givcp pc 

attention to this vitally important matter 

The management has power to vary the facilities offered o cus- 
tomers in direct or indirect connection with their purchases or to 
alter the terms upon which such facilities arc o ere s<rTlce tQ 
In a time of depression a wealthy shop may obtain customers 
increased business by encouraging customers to buy 
on credit or hire purchase terms, whereas a shop with wca ^ toes 
may have to pursue the opposite course and discourag 
hire purchase Similarly, a shop which in norma! times encourage 
its customers to have small parcels delivered by va . V ’ .. 
times of depression encourage them to take suc ' p . { 

them, the object being to permit of cconom.cs in the number ol 

devote a considerable amount of space fo .ea 
rooms, post offices, reading and writing rooms, lounges, libraries. 


u— (6156) 
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lavatories hairdressing saloons telephone call offices, theatre and 
coach booking offices inquiry bureaux, and other "facility’ de- 
partments which may contribute little or nothing to 
Departments the profits as compared with what a selling depart 
ment could eam in the same space Such departments 
bnng customers into the store and may therefore, be a very im- 
portant factor in attracting customers from country districts or 
in fighting close competition (especially in competing with the price- 
cutter — who cannot afford unprofitable departments), as they give 
better-class customers nearly all the advantages of having a club 
in town and make them disinclined to compare the prices with those 
in less hospitable shops 

A shop which desires to improve its class of business may, there 
fore extend its facility departments whereas a shop anxious 
to reduce its expenses and increase its earnings is likely to cut them 
down In some cases a management seeking more revenue may be 
able to turn a facility department into a profit earning depart- 
ment by increasing the charges to a profitable level 

In a large shop or store the potential sales value of some floors, 
rooms or sections of showrooms is very much greater than others 
Lay out of Althou S h llfts staircases guides, and direction signs 
Premises ma y make it easy for customers to reach any part 
of the showrooms some departments must be more 
conveniently situated than others from the customers point of 
view and convenience to customers means sales opportunities 
The amount of floor space placed at the disposal of a department 
wi also have a very considerable effect upon its sales, as the pro- 
vision of ample space means that a wide range of merchandise can 
sp yed customers can be made more comfortable, and sales- 
men have plenty of room to move about and exercise their 
persuasive and demonstrative abilities without the distraction of 
o her conversations or service operations going on near by 
meJ!**** '™ 1 | herefore be in competition with one another for the 
avoura e positions and for more and more floor space, and 
Allocation of jL probably be impossible to satisfy everyone 
Floor Space The allocation of floor space to departments must be 
Dep«tmenti e 1 to the discretion of the management, and in laying 
or in 0n .l tIle P remises and arranging the departments, 

S terations in the arrangement and boundaries of 
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departments, they have an opportunity of giving the most favoured 
positions and the greatest floor space to the departments they desire 
to expand, and to deal less generously with departments whose 
expansion IS not considered to be desirable at the time 

Floor space allocations and stock targets have some relationship 
because an increased stock target will nearly always bnng a demand 
from the buyer for more space, and an increased space afloration 
may be expected to bnng a demand for a higher stock target Some 
retailers consider that the best way to make a buyer reduce his 
stocks is to cut down his floor space 
The moving or " reshuffling” of selling departments is an expen- 
sive and inconvenient process and changes in lay-out are annoying 
to regular customers, but these objections often have M<mng 
to be overruled in the dire necessity of relegating some Departm ents 
department that is waning in popularity through a 
change m public taste, and bringing forward some thnvms ; depart- 
ment that is being handicapped by unfavourable situation or m 
quate space There are times when a business can be saved from 
failure by a re-arrangement of departments 

The management may find it advantageous to move ad e p^. 
meat m order to bnng .t mto proxumty with another department 
that wdl help it, or to remove .t from a department that “ ‘ 
it For example, in a number of big shops, the baremeut house^ 
the inexpensive or "bargam ’ departments and, 1 iherefore. to 
the working-class customer, and the upper floors house he fashron 
departments and, therefore, draw the be.terudass “ 

such shops, a department may be ■'populamed by being sent 
downstairs or improved in tone by being sent upstairs . 

As a farther example since the War several £ 

with more or less rhstmet sect.ous for men and wom» 
hav e found It advantageous to move their sports goods ' 
from the men’s section mto the women’s section, owing to 
entry of women into nearly all fields of sport . 1U( wd 

The sales value of different positions cannot always £ judge* 
by the results of the departments occupying them, P 31 * 

ments may not be making the most of their oppor- CeMwjj, 
tumties In some stores, therefore, the managem Morements 
arranges an occasional “ census of customers, s a count 

mg employees at such points a, doors, lifts, or staircases to count 
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the customers passing dunng the day The number of sales trans 
actions in each department dunng the day is then ascertained and 
a plan similar to that illustrated on page 167 is drawn up the 
movements of customers being indicated by arrows and numbers 
and the transactions by numbers after the name of each depart 
ment 

The management may be in a position to enter into co-operative 
agreements or pacts with other businesses with the object of 
avoiding direct competition introducing customers 
ReUticms economizing on service operations maintaining selling 
prices and profits stopping undesirable concessions 
to customers buying collectively to mutual advantage and co- 
ordinating or avoiding clashing in selling events As an instance 
of a pact to avoid direct competition between retailers one may 
find the leading furnishing store and the leading drapery store in 
a town entering into an agreement the furnishing store undertaking 
not to sell drapery and the drapery store undertaking not to sell 
furniture Such a pact makes the two businesses friends instead 
of enemies and having divided the potential business amicably 
between themselves they can proceed to co-operate m other ways 
exchanging names and addresses of customers and answering one 
another s questions regarding applicants for credit or would be 
employees 

Agreements to maintain selling prices may be made by a number 
of local retailers who have impoverished one another in a price 
cutting war and at last have had the good sense to get 
Maintenance to 6 et}ler and draw up a set of minimum prices agree 
ing not to cut them in any circumstances The 
agreement covering such an arrangement may provide for fines to 
be paid into the poo! by any signat<ry who sells below the 
minimum prices 

Retailers may also agree between themselves to stop the offering 
or granting to custr mers of unreasonable t r objectionable facilities in 
regard to long credit easy t ire purchase payments discounts 
concessions free gifts < r free delivery 

K< tailen operating in the same business in neighbouring towns 
and therefore not in direct competition may establish a central 
uying office to make c jllectivc purchases for distribution amongst 
cm uch an arrangement will enable the retailers co-operating 
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to open a buying office in the best buying centre, to employ buyers 
of a much better type than they could individually afford and to 
earn quantity discounts and other concessions from 
c<3 B °P" a ‘ lT * suppliers, by reason of the increased purchasing 
power which comes from collective bargaining 
Co-ordination of selling events may enable a group of local re 
tailers to stage a much greater attraction to the public than their 
individual efforts could accomplish, and at the same 
Co-ordination time save them all a proportion of their advertising 
•4*2? and selling expenses For example, if the local 
drapers can all arrange to hold their sales at the 
same tune, it will be a convenience and attraction to customers 
coming in from a distance and will enable the sales to be held at 
the most favourable time and limited to a few days All the trouble 
and expense of retailers starting their sales too early m order to 
get ahead of competitors or continuing them for an indefinite period, 
at very great expense, in order to cover the period of their com- 
petitors’ sales, will be avoided 

In other cases, retailers may agree not to stage competitive events 
during each other s ' fashion parade weeks or other special events 
During the last few years retailers have shown more readiness to 
co-operate with one another to mutual advantage and it is to be 
hoped that as the benefits of co-operation become more widely 
appreciated there will be more friendly rivalry on constructive lines 
and less spiteful and destructive competition 
The management will probably direct the buyers as to the general 
rules to be followed in their relations with suppliers , for example, 
whether supply contracts are to be entered into or 
R with"* whet * ler or not goods are to be obtained on approba- 
Suppherj tion or sale or return They may also have reason 
to prohibit buyers from dealing with certain un 
friendly suppliers or to recommend them to give preference to cer- 
tain suppliers who have proved their friendship by introducing 
business, or giving financial assistance in times of difficulty 
The management will also be called upon to give the buyers 
authoritative guidance when important agencies, selling rights, or 
supply contracts are under consideration 
The personal element is still strong in business and must always 
"be taken into account in reviewing, forecasting, or budgeting results 
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If a department is successful and the success ^ atmbuUble ^ 
the skill of the buyer the management may increase pe y 

p “’ 

may thmk it wise to replace him h 

In some department stores the management rt pro. » tea. t 
blame to mdimduals rather than ortmmstatu* ^ 
buyer appears to be their remedy for all unsatis chlnt „ s 
factory conditions and when there is some sound , h , Buyer 
reason for a department continually g t the trou ble 

Its targets long processtons of new buyers aggmvate 

and delay the appkcation of the ””1 umency with ineffi 

There are other stores which show too much lente y ^ ^ 

cient or irresponsible buyers a " d ^""Sf changes In many 
done before they overcome their pal f { t j, e 

eases this may be attributed to a “g bu?^ Even 

management to admit t a f M er in appomting 

the most astute principals sometimes P M that , h eu own 
executives but unfortunately so mistakes 

prestige would be affected if they a * M ost Q { them have 

Buyers as a class are fa. from s „cce* or 

then own methods of couductmg a ■ 

fadure depends upon whether £ ‘ method s XTe?” 

are suited to the conditions If a buy 

prove unsuccessful and the manage ”“ bIe 0 f carrying out the 
changes of method he may be qui e the management 

new plans Where this proves o at fau it and either 

has no alternative but to ehmm existing employee 

put the department under the con /° wth lts plans or bnng 

whose experience and ideas are i^;--t in ns 
in a new man with the necessary qu a department it 

In order to improve the class o . departments 

maybeuecessa^totnmsfersal^meuhom^r f- 

or to bnng m new salesmen used to better class 

Staff Control is dealt with fully m ^ ^ 0 f the at erage 

Stall salanes represent one of the hea F ^ afaK 

retader and in tunes of depression It is usuany 
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to feel the economy axe' There is a tendency to take on any 
promising recruit when business is good and weed out the failures 
when business is slack 

I*-}— In building up departmental staffs or cutting them 
down, the management has a further opportunity for 
discriminating in favour of those departments which are showing 
the best returns, or those which it is desired to improve 
By holding the purse strings of the organization, the management 
should have a very effective check upon the operations of its execu- 
tives Not only staff salaries, but also advertising. 
Expanses* display, premises maintenance, stationery, dispatch, 
transport and many other expenses give scope for 
extravagance Some executives have the gift of making a little 
money go a long way while others appear to have no idea of the 
value of money or the relation of expenses to gross profits 
Most departmental managers have an exaggerated idea of the 
importance of their department, which may lead them to build 
up an unnecessarily large staff and to incur other expenses out of 
proportion to their importance Selling departments often press the 
managers of the staff, premises, display, advertising, dispatch, 
stationery, and other service departments with unreasonable 
demands for service and unless a tight rein is held by the manage- 
ment there is danger that these service departments will yield to the 
pressure and fall into extravagant ways This is the secret of many 
failures m the retail world It is therefore important for targets 
to be set for all classes of expenditure and for the spending depart- 
ments to be given ‘sanctions for spending just as the buyers are 
given sanctions for buying This is known as “ budgetary control ” 
The operation of such sanctions is dealt with in Chapter XVIII 
"Sales promotion methods used to obtain increased turnover, 
may be divided into three groups (1) Advertising covering Press 
Sa]ej publicity, posters and signs, catalogues, leaflets, and 
Promotion direct postal messages to prospective customers, (2) 
^ Display covering window and interior displays, ex- 

hibitions, and showcases in public places , (3) Salesmanship cover- 
ing sales persuasion and demonstration by salesmen, canvassing for 
orders, and the tactful handling of inquiries and complaints These 
three groups are the subject of three special chapters which follow 
the present one 
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All of these sales promotion activities necessitate expenditure, 
which may be recovered many times over through increased business 
if they are earned out efficiently and at the proper time In budget- 
ing for its expenses, therefore, it will be for the management to 
decide how much can be spent on sales promotion and to earmark 
a definite sum for the purpose, which amount can later on be allo- 
cated in sanctions to the persons entrusted with the carrying ou 
of the vanous sales promotion programmes In this respect sales 
expenses do not differ tan, ^ 
except that it may be necessary to reserve a very 
proportion of the sales promotion expenses target for P. 
or emergency advertising 

Advertising, displays, and salesmanship may e use 
a particular class of customer to the shop or to direct the patronag 
of customers into certain channels or in favour o the 

particular departments or lines, and they therelore Cu5tomers 
give the management an opportunity of altering the Patronage 
' class appeal " of the shop, or discriminating in favour 
of departs or lines wh.ch they delta to feature 
tions or discriminations are not to be underta en g . 
tiling, ui particular, is a very powerful force which w HI do just as 
much harm if wrongly applied as it will o g 

^“e management ta.rncti the advertangand display 
to give preference to the goods of a certain ™ 

be prepared for that department to expand ‘^.tely and prob 
ably to take business from other departments in ^ ^ 
other hand, if the advert, smg and display men are ***** to 
stop featuring a certain department, the “ ‘ “ 

prepared for a substant.al reduction in sales ™ er 
p Jment, accompanied by the danger of stagnation and of 

^^loe-manym^o.^^- 
service to customers, floor space extern 

sales promotion may amount to interference wi Managerial 

normal working of a department, and the manage Interference 
ment must be quite certain that it is mte ermg 
the good of the bus, ness and not to Its detnment ' Them rt n« ^ 
tact and consultation even in the case o 
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may see very good reasons for not doing as the management sug 
gests or have a very attractive counter suggestion to put forward, 
but be afraid to speak in face of a definite and imperative command 
In any case an executive will carry out instructions in a much 
better spirit if he feels he has played some part m the framing of 
them 



CHAPTER IX 

ADVERTISING 


The majority of ambitious shopkeepers use advert ismgto bring 
new customers to their shops or to keep their _ name js 

buying pubhc There are notable cases in which shops ha 

up™ small beginnings to te, large sales turnover mthout 
advertising their success being due solely to t e m . e 
service to the pubhc but it takes a long time or a s °P t 

widely known without advertising and it may s “ gg , d have 
shops which have achieved success without adv ising 
enjoyed earher and greater success had they used advertising 
draw attention to the merit of their service 
Advertising alone cannot make a shop snceesM 
be good service behind it or in other words _____ 
successful when it is used to draw attention to S limited to 

The trade of the average shop is essentially convenient 

the custom of the people who find the shop in 
position for them and one of the purposes of a ver Purp05 „ 0 i 
tising is to extend this area of influence so that P^P e Advertising 
interested take the trouble to come to the shop 
although it may not be the most ^ nve ““V° e the shop to 
Another purpose of advertising * to . ^ and trading 

local customers interest them in its m barrier 

methods and invite them in attempting o ^ keeping 

of nervousness ignorance or prejudice w c 
them away i^es or new ideas 

Advertising may also be used to bring customers so as 

to the notice of persons who may be t * ca * 1 ° to visit it more 
to revive their mterest in the shop and lea 

of ten the advertising is 

It will be understood that in all these cases to form 

attempting the none too easy task of influen rent w3 y By 
new shopping habits or to spend money in retailer puts 

advertising his shop merchandise and scm 
*73 
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them into the limelight of publicity and incidentally subjects 
them to criticism Every order or visit from a customer that results 
from advertising is a test of the retailer s service and of the truth 
of the advertising If the customers are satisfied the advertising 
will prove successful and beneficial but if the customers are dis 
satisfied the advertising will prove unsuccessful and harmful 
These effects of advertising are cumulative because a satisfied 
customer may recommend the shop and thus introduce other people 
who might never be introduced to the shop in any other way 
and a dissatisfied customer may run down the shop and stop 
other potential customers from giving it a trial 
Advertising costs money and is expected to pay for itself by way 
of the increased business it brings If a retailer making 20 per cent 
gross profit on trading after allowing for expenses 
Rewet ng directly connected with the sale of the goods spends 
Advertising an additional £100 on advertising he must obtain 
over £500 of additional sales turnover before the 
advertising becomes worth while Every new customer brought to 
the shop by advertising costs so much money for example if £100 
spent on advertising brings 500 new customers they have cost 4s 
each and in general trading this unit introductory cost is rarely 
recovered m the gross profit obtained on the customer s initial order 
The retailer may have to obtain four or five repeat orders from 
the customer before he obtains sufficient gross profit to co\er the 
cost of obtaining her patronage so that unless she is satisfied with 
his service and becomes a regular customer her transactions will 
result in a net loss to the retailer in cash as well as in goodwill 
In deciding therefore whether or not it will pay him to advertise 
a retailer has to consider first what he has to offer the public 
second what the public response is likely to be third 
Advertising w ' lat test this response is likely to impose upon his 
Pay? business and fourth how his business is likely to 
stand the test 

If a retailer is giving better service than his competitors either 
in the form of greater variety r f meref andise better value for money 
more courteous and helpful personal attention quicker and more 
reliable deliveries m re cr nvement terms of payment better shop- 
ping facilities m re comprehensive guarantees or after-sales service 
or some high degree of specialization he will do well to advertise 
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and thus draw attention to his better serv.ce and support to h, 
enterprise Some retaders who have a very good basis fa ^adver 
tang am prone to hrde them light under a bushel and either 
do no advertising or content themselves with timid little advertise 
ments which do not do ,ustlce to their businesses This is not ml y 
dud to modesty the retailer may be conceited enoug o S 
that everyone in the distract knows his business and po y 
therefore that there ts no need for him to advertise 
The retailer whose business has no distinctive character or 
ment is not likely to profit by advertising to resi en 1 s 
normal area of influence of his shop because even 1 1 r , j ers 
attracts customers from areas normally serve y nv 
his service is not sufficiently distmctive to keep iem tuate d 
will dnft back to the shops which are more convemen y 

Retailers make most extravagant chums in «■«£«“; 
with no regard to the real merit ot then serv.ce or the disappoint 
ment which customers are likely to experience w en Truth ltl 
they test the service Truth in advertising is now Ad7ertis n e 
accepted as one of the principles of advertising u 
>t is possible to go further and say Modesty pays 1 a dver 

It is far better to have 100 customers attracte^y modesty ^ 
turng and satisfied than to have 1 000 c “ s who woU id n or 
immodest advertising and dissatisfied Cus dissatisfied 

mally be quite satisfied with a retailer s servlt * h better 

if his advertising has led them to expect som t)ie a dver 

It cannot be denied that a very large propo ^ harmful 
tismg published by retailers is immodest an t0 deceive 

hut this is due not so much to boastfulness or 0 f a dver 

the public as to ignorance of the principles an ^ ^ ^op and 
hiing and inability to give a correct impressio slal]e d pro- 
ds merchandise and service Advertising is a and can . n ot 

fession and if a retailer has no adsertising a ^ a d vise d 
afford to employ professional assistance e 
to lease it alone ^hc in the news 

The retailer s advertising broadcast to t e p mat ter 

Papers on posters and in catalogues and other ^ shop and 
teaches a multitude of people who have neve £orrect flattering 
fines tl em an impression of it which mn> 
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or inadequate, according to the efficiency of the advertising This 
descriptive power of advertising is well illustrated m the case of the 
big London stores that advertise so extensively Their 
Descriptive names have become "household words,” and people 
Power of , _ . , 

Advertising who have never been to London in their lives speak 
of them familiarly, and have a definite mental im- 
pression or idea of each one of them Years of advertisement 
reading have taught them that a certain store specializes in good 
quality merchandise, expensive but reliable, that a second store 
specializes in new goods and novelties at low prices, that a third 
store specializes in exclusive fabrics and Oriental merchandise, and 
that a fourth store specializes in furnishing on "easy” hire-purchase 
terms When these people come to London on a shopping expedi- 
tion, they will go to the store whose advertising has made the 
most favourable impression upon them, as being the most suitable 
for their purpose, and their good opinion of the store will either 
be confirmed or destroyed according to their experience of its 
service 

There are two kinds of advertising used by retailers “house” 
or general advertising, and ‘merchandise” or specific advertising 
Two Kinds of ”^ e P 1 * 1 *’ 056 °* ' house advertising is to give the 
Advertising 0 P ubllc a general impression of the shop and its ser- 
Vlce an d to state its policy, whereas the purpose of 
merchandise ’ advertising is to sell certain specific lines If Browns, 
the furnishers, publish a picture of their shop with the slogan, "Go 
to Browns for complete furnishing service, ’ that is " house " adver- 
tising, but if they publish a picture of a particular table from their 
stock with a description and price, that is merchandise" adver 
tising 


Broadly speaking, merchandise advertising has very great advan- 
tages over house advertising from the retailer s point of view, and 
the vast majority of retail advertising is specific Effective mer- 
chandise advertisements are more easily prepared than house adver- 
iseraents, much greater variety is possible, and they are far more 
attractive and interesting to the public A good illustration of an 
. ***’ an a P l description, is all that is needed for merchandise 
v ismg but effective house advertising calls for considerable 
uigenui y and skill, as it is not easy to make a general statement 
about a shop interesting to the public 
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There are some trades in which the goods dealt in dc .not ttod 
themselves to merchandise adverfsuig eg butchers, fishmongers 
and greengrocers, so that the retailers, if they adver Adrertising 
tise at all, are tempted to rely on house advertismg the . House 
and tell the public of the freshness of their 8 °""' , , 

the cleanliness ol their shops, the promptness of them 
and the fairness of them prices, but even in the trades mentioned 
a list ol recommended joints, fish or vegetables with mees 

would probably be far more effective and interesting to . he pnbhe 
House advertismg is most nsefnl m forms of advert*** ** 
cannot be topical, for example, advertisements in “ 

’annuals,” or posters and signs outdoors, as in such rtme * 
o, its pnee, featured in a merchanths. advertisement rmght 
of date long before the publication had ceas o excused 

There are also occamons on which any shop my ^ excuset 
lor addressing a general announcement to t ^ mmp l e tion 

the opening of a new branch or a new P affecting the 

of 50 years’ trading, an important cha"g . ^ ^dit, delivery, 
service to customers in regard to hire p 0 f som e 

guarantees, after sales service or complain 

important event at the shop announcements 

Care must be taken, however, not 1 h ^ bore the 

too long winded or to repeat them too <*en as they wu 
readers and may actually irritate them m Dtst njct,re 

great danger of a house advertisement sounding A 4 „m,.n E 

boastful to the public and therefore crea mg . < ers in c |os C 
antipathy than goodwill House ad , ve , rt rather than con- 
compctition is apt to be spiteful and d Uiners m close 

struct, ve For example, house advertismg ^ 

competition may merely consist of attemp s whereas mcr 
one another and attract one another s cus 0 loca i womc n 

chandise advertising of attractive hats may ^ nullmers 
to buy new hats more often, to the bene o {rom bouse 

There is the further point that thc res “ S ° RectJV cn ess of \anous 
advertising are very difficult to trace watching the sales 

merchandise advertisements may be gaug ^ RoUse advertising 

of the various lines advertised, but the in uen be unrecognized 

is so indirect that important returns from i . or boastful 

« such, and the harmful effects o an 
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advertisement may never be attributed to their proper cause 
Generally speaking, therefore, merchandise advertising is simpler 
and safer for the retailer, although *he may publish a house adver- 
tisement occasionally and introduce a little house advertising — a 
phrase or "slogan ’ descriptive of his shop or policy — into his 
merchandise advertising 

A shop catering for men may use house advertising to greater 
advantage than a shop catering for women, as the average man 
pays some attention to it, but the average woman 
Prefer hardly any The explanation of this is that men are 
Merchandise usually conscious of the ' business” side of a shop 
Advertising anc j m t eres t e d in the management and policy, whereas 
a woman’s interest is usually confined to the merchandise and 
service This also explains why women are prepared to deal at 
any shop in which they can find an attractive article whereas men 
may not consider the purchase of an article unless they find it in 
their favounte shop 

It is important to note that women study merchandise advertise 
ments much more closely than men study any kind of advertisement, 
and as women do most of the shopping, and suggest or ’ veto ’ 
a good many of theu menfolk’s purchases retailers seeking the 
patronage of both sexes nearly always frame their advertisements 
to attract the ladies 

It must not be imagined that house advertising is the only form 
that gives a general impression of a shop Merchandise advertising 
indirectly gives the public a general impression be- 
Sh b P *Goodj* d cause 11 shows the class of goods sold and a retailer 
Advertised may be judged by the goods he sells 

One of the pitfalls in retail publicity is the possi- 
bility of the merchandise advertising giving a wrong impression 
of the shop A shop that only advertises during bargain sale periods 
— as many of them do — and therefore only advertises cheap goods, 
becomes known to the public as a shop for cheap goods and people 
wanting better-class goods are not attracted to it In the same way, 
a furnishing house which continually advertises carpets will become 
known to the public as a carpet house and will fail to attract people 
requiring cabinet furniture 

It follows that when advertising does not correctly represent a 
shop it will change the nature of the business If a draper advertised 
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nothing but millinery for several years his shop would become t 
milliners People would think of it as a milliners and the mam 
business would be m millinery The more efficient 
and successful advertising is the more it influences the Influence of 
shop Premises stocks staff prices and terms have on a Shop 
to be arranged to Uve up to the advertisements and 
the majority of the business done will fall within the scope of the 
advertisements If a furniture shop continually adv ertised bedroom 
suites at prices ranging between £30 and £50 the majority of the 
suites sold would fall between those two prices because theadver 
tiscments would have educated the public to pay those amounts 

This brings out a very important point for the retailer or buyer 
advertising educates the buying public in regard to the pnee 
description and quality of merchandise 

When therefore a retailer is contemplating merchandise adver 
tising or a buyer is asked by the advertising department to select 
lines from his stock for advertising he should give 
very careful consideration to the selection The line Selectme 
or range of lines he selects for advertising will be Advertising 
looked upon as representing his stock and they should 
therefore be lines which are truly representative Furthermore the 
descriptions given to them should voice the ideas of the retailer 
and agree with his policy 

The advertising should only be specialist if the shop is specialist 
in other words the advertising should only gi\ c preference to certain 
styles or types of merchandise when it is the policy of the shop to 
give preference to those styles or types and the stock largely consists 
of them This rule is of great importance as a retailer buyer or 
advertising man can quite unconsciously express his own personal 
tastes rather than the scope of the business m selecting lines for 
advertising and the constant repetition of advertisements featuring 
merchandise with a very limited appeal may do far more harm 
than good As an example of this a furniture dealer with a flair 
for advertising and a taste for tl e ultra modem is likely to devote 
lus advertising to furniture in the ultra modem style This will 
attract to his business people who have tastes in common with 
him and drive away people with conventional ideas in furnishing 
If his stocks are exclusively modem and tlcre is sufficient 
modernist business to keep him busy the advertising may prove 


i)— {« ij»1 
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very successful but if his stocks are mainly conventional and 
there is little demand for the ultra modem his advertising may 
ruin him 

Advertising is a very powerful force and like all powerful forces 
it must be carefully handled 

A good example of the power of advertising to do harm is seen 
in the common case of the retailer with a high-class business who 
advertises cheap goods in order to gam increased 
Puce turnover Such advertising will absolutely change the 
Education , _ , , ° , . ° 

of Customers class of business because an entirely new and poorer 
class of customer will be brought m and the original 
better class customers will either be educated to buy cheaper goods 
or driven away The retailer must remember that his advertising 
may educate his customers to pay a certain price for an article If 
he continually advertises dance frocks at two guineas he will fix that 
pnee in the mmds of his customers as a standard They will prefer 
to pay that price and will call any dress pneed below two guineas 
cheap and any dress pneed above two guineas expensive The 
pnee should not be a dominant feature of the advertisement unless 
it is an attractive one as large figures suggest bargain prices and 
distract attention from the illustration or description of the goods 
If the pnee is not attractive therefore it should be less conspicuous 
than the illustration or descnption 
Illustrations of the goods play a most important part in merchan 
dise advertising and it is well worth the retailers while to pay 
special attention to them The illustrations are 
IDiutratioru printed .from metal blocks or cuts mounted on 
wood half tone blocks being prepared from photo- 
graphs or wash drawings and line blocks from line drawings 
or sketches Half tone blocks give a much better impression of 
the goods almost equivalent to a photograph when skilfully pre 
pared and printed on smooth paper but it is safer to use line blocks 
for general purposes especially for local newspapers that are printed 
indifferently on coarse paper 

In many trades suppliers furnish good illustration blocks of their 
lines to retailers who ask for them Where this is not the case 
the retailer will be well advised to entrust the photographing or 
sketching of lines for advertising to a firm of block makers speoaliz 
ing in this class of work 
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The description given to merchandise m an adv ertisement should 
be interesting and mformativ e In most cases the descnption will 
have to give the customer certain essential details 
which the illustration does not convey for example j^Khands* 
colours matenals sizes and measurements To this 
essential descnption may be added a few words of pnnted sales 
manship pointing out the particular merits of the article or its 
uses or advantages For this purpose it is important to use phrases 
which are informative suggestive and persuasive and which apply 
particularly to the goods Such hackneyed phrases as Best 
quality The latest style Exclusive design New Season s 
goods Our recommendation Very cheap Cannot be re 
peated A special bargain and An attractive novelty have 
become meaningless and should be avoided The expert advertise 
ment copy vvnter makes a dose study of adjectives and adjectival 
phrases and uses only those which still have a clear and definite 
meaning e g reliable hand made charming delicious 
invigorating sturdy smooth running refreshing wash 
able sweet smelling labour saving solid heavy 
light compact quaint hard wearing uncommon 
cooling close fitting loose fitting thirst quenching 

u arming cosy 

The advertising media available for the retailers use are many 
and varied Under the general description of Press publicity 
he can make use of daily and Sunday newspapers 
local newspap rs popular weekly journals monthly publicity 
magazines annual publications time tables guide 
books directories and other works of reference Multiple shop com 
panics whose branches are spread all over the country the great 
London department stores and some specialist shops which serve 
customers in all parts of the country through the post are able to 
use the daily and Sunday newspapers and the journals magazines 
and annuals with a nation wide circulation but the trader whose 
business is purely local would be wasting money in using them 
While it is very gratifying for a retailer to have customers ordering 
by post from other parts of the country it is not wn«e for lum to 
spend money on attracting such orders until he 1 as fully developed 
his immediate neighbourhood by local advertising He therefore 
uses the local newspapers magazines and annuals which enable 
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him to broadcast his offer of service within the limits of his district 
where it is likely to bang the largest return for the money spent 

Local newspapers vary very considerably in advertising value 
Some of them are of sufficient importance to cany a retailer s 
advertisement mto the majority of the houses in the 
Local r district and ensure it friendly consideration the popu 

™ SP lanty of the newspaper attaching itself to its ad 
vertisers whilst others have no advertising value at all being dis- 
tributed free in varying quantities in a slipshod manner unwanted 
and unread by the recipients 

Retailers who contemplate placing large advertisements or ad 
vertismg regularly in a local newspaper should ask to see a certificate 
of net sales and base their estimation of the influence of the paper 
on the number of copies of each issue bought and paid for by local 
residents Circulation figures are valueless as they include copies 
sent free to local residents who do not want them and sometimes 
consignments of copies sent to local institutions where the inmates 
have no buying power It may be taken for granted that a publisher 
does not give lus newspapers away free if he can sell them and that 
if local residents are not willing to pay a penny or twopence for a 
newspaper it has no attraction for them and no influence with 
them 

The comparative cost of space in competitive newspapers should 
always be considered m relation to the net sales of the newspapers 
It is better to pay £5 for a certain space in a newspaper 
Space Wth an average net sale of 100 t)oo copies per issue 
than to pay £2 for the same space m a newspaper 
with an average net sale of -20 000 copies per issue An exception 
to this rule may be made where a minor local newspaper appeals 
particularly to the class of resident the retailer wishes to approach 
in which case the use of the specialist newspaper may prove 
an economy 

The varying rates for different positions or pages in a newspaper 
or other publication will be a guide to then- popularity with adver 
tisers and therefore to their advertising value fox general purposes 
but the retailer may find that a certain position or page has especial 
value for his particular trade For example drapers and milliners 
will prefer the fashion page of a newspaper sports goods dealers 
will prefer the sports page and booksellers will prefer the serial 
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story page The best positions in a valuable advertising medium 
are keenly sought after by advertisers and the retailer may have 
to enter into a contract to take the same space u> ever} issue in 
order to be sure of having the space when he wants it and to prev ent 
his competitors from following up his advertisements m the same 
space Substantial discounts can usually be obtained on such con 
tract orders 

In any case it is sound advertising practice for a shop doing an 
alt the year round trade to advertise continuously all through the 
year The effect of advertising is cumulative and ? 
it may be a long time before a prospective customer Effect of 
interested by the advertisements has occasion to take Continuous 
advantage of the retailers offer of service If a re A 7ertun £ 
taller advertises regularly he keeps his name before the buying 
public and if they are interested they are likely to give him a trial 
sooner or later but if he stops advertising much of this potential 
business will be lost and a competitor may be able to take up the 
advertising spaces and reap the benefit Retailers who only adv ertisc 
occasionally are playing into the hands of those who advertise all 
the year round Their behaviour may be likened to that of an 1m 
patient traveller who half sells goods to a buyer and then rushes 
away and leaves the order for a more patient traveller to pick up 

Another mistake many retailers make is that of repeating the 
same advertisement in a local newspaper week after week some 
times year after year It should be understood that 
people buy newspapers for neirs and they look far Adterufemmu 
news in advertisements just as they look for news Frequently 
m the rest of the paper In many local newspapers 
there are standing advertisements which are so familiar to 
readers that they have become part of the mako up of the 
newspaper and no one pays any attention to them A retailer 
must be a poor salesman if he cannot giv e his potenfpl customers 
some fresh piece of news about his merchandise or business every 
week Even the fishmonger who so often contents himself with 
a standing trade card advertisement eg John Jones — Fresh 
Tish Daily — 324 High Street can give his potential customers a 
weekly news bulletin in the local newspaper in the form of a list 
of fish in season and prices with an occasional recipe for a fish 
dish 
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Topical interest is a vital factor in Press publicity, and the retailer 
should make his advertisements express the spirit of the season, 
or of the event he is staging At Christmas time lus 
Interest ad\ ertiserncnts ma y conve y * lls suggestions for Christ- 

mas presents, Christmas menus or Christmas recrea- 
tions recommending his own merchandise of course, and Santa 
Claus, holly, bells, or other conventional Christmas illustrations can 
be introduced into the lay-out to give a Christmas spirit’ to the 
advertisement In the summer he may make suggestions for summer 
wear, summer recreations or summer menus according to his trade, 
and give his advertisements the spint of summer by introducing 
sketches or wording referring to summer and his particular goods 
For bargain sale advertising the spurt of rush, and sacrifice of 
profits may be given to the advertisements Large bold headings, 
large price figures, rough sketches and bnef wording may be used 
to give the impression of humed preparation and the space may 
deliberately be overcrowded (normally a senous fault in advertising) 
in order to suggest that the bargains shown are only a few of those 
being offered at the shop 

The progressive retailer must not expect the average local news- 
paper to be able to carry out his ideas exactly unless he gives precise 
instructions as to the lay-out of the advertisement and 
the Hrmtef the types spaces and ornaments to be used The 
best way to instruct a newspaper printer as to the 
lay-out of an advertisement is to prepare what printers call a 
“dummy by taking a sheet of paper marking off the exact size 
and shape of the advertisement space booked and then roughly 
sketching in the lay out of the various headings illustrations, and 
sections of text details of which can be given on separate sheets 
A "dummy of this land is illustrated on page 185 It is important 
to prepare the dummy in the exact size and shape of the advertising 
space, as this enables the printer to take his measurements from it 
Even with this guidance the local newspaper office may not have 
the types or skill required to cany out the retailer s ideas and, in 
such cases it will be advisable for him to send his instructions to 
a large pnnting office specializing m the composition of Press ad- 
vertisements, where his ideas will be earned out by experts with 
a comprehensive range of equipment They will make a stereo” 
or block of the completed advertisement, so that all the local 



ADVERTISISG 


I8 5 

newspaper has to do is to put it on the press Local newspapers 
usually give a discount to advertisers who supply their own printing 
material, and this will offset part of the cost of composition by 
specialists 


Raincoats 



Brown & Co. 


Although originality pays in advertising it is a mistake to com 
plicate the announcement by introducing fantastic puns, rhjnnes, 
designs, or sketches, which have no relation to mer- 
chandise, business, or the season, as many retailers do Adrmumj 
In advertisement design, lay-out, and copywntmg. 
simplicity is pow er, and it is, therefore, advisable for a retailer to 
make his adiertisemcnts so simple that a child can understand 
them and their message can be convejed to the reader m a few 
seconds. The success of merchandise advertising, with just a simple 




186 RETAIL MANAGEMENT 

illustration description and price of the goods, is largely due to 
its simplicity Making another comparison between advertising and 
personal salesmanship the retailer who wastes advertising space 
with irrelevant illustrations or text may be likened to a travelling 
salesman who wastes valuable time, at interviews with buyers, 
tn gossiping and telling funny stones 'Stick to business" is an 
excellent slogan for the advertiser and the travelling salesman 
Competitions, contests and similar advertising “stunts' may be 
objected to on the ground that they do not create normal business 
New customers introduced by such schemes do not 
Competitions come m the normal buying mood but in a "get rich 
quick' or * get something for nothing" mood, and 
their orders are not therefore, a proper trial of the retailer’s service 
The only goodwill built up by competitions for valuable prizes is 
with the few people who win the prizes and since a very large 
number of people must be disappointed in this respect and may 
nurse grievances, the general effect upon the retailer's goodwill is 
far from beneficial 

This objection does not apply so strongly to * free gift " schemes 
in which any customer who buys a certain numbeT of articles, or 
spends a certain sum of money in a given penod or introduces 
a certain number of new customers, is given a present, as no one need 
be disappointed in the operation of such a scheme Schemes of this 
kind have been used for many years by some retailers, with moderate 
success, and are commonly promoted by suppliers in the tobacco 
confectionery, and grocery trades It must be borne in mind how- 
ever, that such schemes cause a good deal ol work the cost of the 
articles given away must be provided out of the amount ‘sanc- 
tioned” for advertising and a considerable amount of advertising 
must be devoted to the schemes A retailer contemplating a free 
gift scheme of his own must therefore consider whether the same 
amount of trouble and expense devoted to ordinary merchandise 
advertising would not bring the same or even better results 

The retailer must also exercise caution m paitici- 
Fubiiaty P atm S 111 a competition or free gift scheme promoted 
Schemes by an unimportant supplier as such schemes are often 
used to establish inferior goods on the market, and if 
the scheme “ fizzles’ out the retailer may be left with stocks of 
unsaleable goods 
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In some trades a retailer ma> benefit by cooperating with 
suppliers of proprietary articles in the advertising of their goods 
Suppliers may be willing to pay a substantial proportion of the 
cost of an advertisement in a local newspaper m which the retailer 
offers their goods or to mention the retailer s name in their own 


advertisements 

The retailer may also use what is known as outdoor publicity by 
arranging for posters and signs to be exhibited on the hoardings in the 
district on the sides or interiors of buses and trams 0utdoor 
the sides of earners vans on the railway stations publicity 
or beside the permanent way or on the subways 
and platforms of the underground railways \dvertiscmcnt panels 
may be placed in the underground lifts railway carnages and post 
offices small but effective advertisements nny be printed on the 
backs of bus and tram tickets clectnc signs may be erected at 
busy centres in the town and sandwich board men may be set to 


parade the streets 

People do not study posters as they study newspaper advc “ ls * 
ments— the poster s story must be taken in at a glance an e 
posters should therefore only carry a bnef message or slogan 
and a simple illustration Most outdoor publicity by retailers takes 
the form of house ads ertising |ust the name of the business » itli 
a slogan and possibly a picture of the shop but m some ca.es very 
effective merchandise advertisements can be issued on posters as 
good illustrations in natural colours can be use rcc_c . 
posters are relatively expensive however and the expense pro 
their use by retailers except in the case of regular trading incs 
where the posters can be printed .n large quantities and lelt on the 


hoardings for several months 

Booking spaces on hoardings owned by bill posting contractors 
is just as easy as booking spaces in newspapers and there he 
same variation in rates according to the sue of space ^ Upo , tin g 
occupied and the importance of the position Under contacts, 
the customary form of bill posting contract the con 
tractor agrees to exhibit so many of the advertisers P<* 
sites of a certain standard of importance for so much a "« Kand 
to maintain the posters in good condition and renew them as re 
quired The adv crtiscr has to supply the contractor with a s 
quantity of posters to cover the original posting an ren 



RETAIL MANAGEMENT 


Poster production is a highly specialized form of printing, and the 
retailer will be well advised to entrust his work to a firm specializing 
m poster printing who will be able to cany out all the necessary 
art work and colour planning 

Press and outdoor publicity are both ‘indirect" methods, inas- 
much as the advertisement is broadcast to the public at large in 
the hope that it will be seen by prospective customers 
A more direct method of reaching prospective customers is offered 
by postal publicity — sending circular letters post cards catalogues, 
pnee lists, house magazines pattern books and 
*j“5*“* samples, booklets folders, leaflets calendars, blotters, 
diaries and other printed matter, or "sales literature,’' 
to people who are likely to be interested Retailers usually " broad- 
cast their sales literature through the post by taking names and 
addresses from the current local directories Where a retailer wishes 
to send punted matter only to a particular class of resident or 
to send different literature to different classes of resident, he may 
classify the local residents by the streets or districts m which they 
live Retailers wishing to concentrate on the better-class residents 
often use the telephone directories, because the existence of a tele- 
phone in a private house is some evidence of means 
There must obviously be a considerable amount of ’waste’ cir- 
culation in broadcasting literature in this way, and, although this 
Obtaining ma y not deter retailer when is sending out 
Names and inexpensive leaflets or circulars he may wish to limit 
of Customers distribution of such expensive items as general 
catalogues, booklets or calendars to residents who 
are known to be customers or potential customers of his shop If 
he gives credit he will have the names and addresses of his account 
customers on his sales ledger account headings, and he can address 
envelopes for publicity distribution from these headings, or tick 
the names and addresses of these customers in the local directories 
which are used for circularization purposes If he employs rounds- 
men they may be able to go through the local directories and tick 
the names and addresses of the residents who are customers or 
potential customers 

Where goods are delivered to customers their names and addresses 
will be given on the sales checks and the directories can be ticked 
up from them Many retailers make out the envelopes for circulars 
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directly from copies of old sales checks but tins results in several 
copies of the same circular being sent t> regular customers which 
is both annoying to the recipients and wasteful Retailers who 
wish to obtain the names and addresses of their cash and carT> 
customers will have to use a little ingenuity It nn> be accomplished 
by offering to send a free sample of a new line to any customer w 10 
leaves her name and address 

As an alternative to ticking the customers and j respective cus 
tomers’ names and addresses in the local directories some retailers 
build up a ma ling list in card index form with MwUng 
a separate card for each customer This method has ast* 
great advantages for the retailer whose customers are 
scattered over a wide area and therefore over a large number o 
directories and it also permits of circulars or special letters sen 
and orders received being noted on the card A specimen mai in 
list card is illustrated below 


MAILING LIST CARD 



Mrs 

A Robtnson 





426 Court Road 





Digtown 



Date 

Literature 

Order 

Date 

1 iteraturc 

( >r ter 

mi 

>« I 

Salts Catalogue 

L * d 

1331 

May IS 

Sports Coot 

L 1 

5 


J I 6 

IS 


2 IS 6 

r,b s 

Easy Chairs 





Mar 5 

Decorations 





Apt 2 

Spring I ashions 





« 


10 10 




20 


3 7 6 





Tor the retailer whose business is concentrated J'f .. r 
one or two local directories however the directory me 
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because every time a new edition is published the ‘ ticks" can be 
' earned forward into it and the names of any residents who have 
left the district will automatically disappear In some distnets the 
number of removals each year amounts to as much as 10 per cent of 
the number of residents so that “dead names and addresses would 
rapidly accumulate on a card index mailing list, and make for a 
considerable proportion of waste circularization The directory 
method also enables a retailer to visualize the distribution of hts 
customers If he finds that he has a number of customers in a 
particular street or suburb he may think it worth while to circularize 
all the residents in that street or suburb, as his shop is evidently 
conveniently situated for them and he may presume that his local 
goodwill is highest in the distnets where he has most customers 
The rules governing the production of Press advertisements apply 
equally to sales literature There is the same need for simplicity, 
attractiveness and news ’ interest Although cu- 
P oTs»l« n culars * iave the advantage of direct approach, they 
Literature are not always welcome and, m most cases, they 
must interest the recipient at first glance, otherwise 
they are doomed to go into the waste paper basket unread 
Sales literature offers the advertiser a vanety of form and colour 
which no Press advertisement can give, and there is the further 
advantage that on smooth surfaced paper half tone blocks can be 
used but it is important to note that the advertiser s offer or message 
ts the important thing and that form colour and design should 
merely be used to express that offer or message In other words, 
the offer or message should be decided first and ways and means of 
expressing it in print should be considered afterwards A great deal 
of money is wasted by retailers who decide the exact form and 
colours for an item of sales literature — probably copying someone 
else s idea — and then wonder what to say in it with the result that 
the finished article is merely a confusion of ideas with no definite 
purpose or advertising value This is just as foolish as a woman 
buying a remnant at a bargain sale and then wondering what to 
do with it 

The experienced advertiser will decide first what goods he is 
going to offer or what message he is going to convey to his potential 
customers, and then get a printer specializing in this class of work 
to submit alternative suggestions for the form which the sales 
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literature is to take The effect of this is to keep the sales literature 

sim p le and powerful, and avoid ’ padding ’ or matter introduced 

merely to fill up space It is a measure of economy 

to go to a printer specializing in the production of Be{ J ore 

sales literature, as the average local printer has not D«.gn 

the experience, knowledge, craftsmen, machines 

nor type required for the work Nearly all specialist praters wdl 

submit suggestions and quotations without charge and tins service 

is of great value to an mexpenenced advertiser Furthermore the 

specialist prater can usually charge less than the local prater for 
the same quality ]ob, because ol his more up-to-date equipment 
and, in expressing the retailer s message more simply he will be 
saving him unnecessary expense 
It must not be imagined that an expensive booklet wdl L c0 ™“ 
more attention than an inexpensive leaflet or o er 
or folder is the better medium if the retailers offer or messag 
can be expressed in it, and a booklet is only when t he 

retailer’s message cannot be expressed in a lesile or 0 
better to give a busy housewife one page that she 
twenty pages of which she will read one 
Every form of sales literature has its particular uses 0 , / 

leaflets, and folders are most suitable for attractive o e 
an immediate response is required Circular letters FormJ 0 f 
are most suitable for messages of a personal nature Salw^Lrtera 
such as a change of ownership, management, or po cy their Uses 
or an offer of special privileges or concessions Boo . 

lets are most suitable for the submission of ideas which 
tate careful consideration on the part of the cus ome 
if she is being asked to make a purchase calling or e 
of a large su^i of money Blotters, dianes ud calendars ^aremost 
suitable for cases in which the retailer wishes ° may 

to be kept in front of the customer for some tune, eca ^ 

not need his service at the tune of receiving t e o e vane ty 
and pnee lists are most suitable when the retailer has a * 
of attractive lines any of which may be requir y to 

House magazines are most suitable when the re -obtaining 
interest his customers generally in his shop with ^ view . ts 
more of their busuiess, or getting them to deal with — 
he has developed Pattern books and samples are most 
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the retailer has some specially attractive line which cannot ade 
quately be illustrated or described 
Colour and typography should also be the slaves of the printed 
message not its masters For a bargain sale catalogue the expert 
printer will use contrasting colours eg black and 
Typography red or bla ck and yellow and coarse heavy types 
and will crowd his space with illustrations and types 
in order to give the impression that there is not enough room to 
mention all the wonderful bargains being offered On the other 
hand for an advance folder of new fashions where the response 
is not likely to be immediate he will use subdued colours e g pale 
blue or light green and light dainty types and will leave plenty 
of white space in laying out the pages in mder to throw the jllusita 
tions and text into prominence and give an impression of freshness 
to the announcement He will use orange to suggest warmth p3le 
blue to suggest coolness bright green to suggest spring light yellow 
to suggest summer sunshine and nch browns to suggest autumn 
He will use primitive types for the offer of antiques and ultra modem 
types for the offer of novelties Thus every colour and type has its 
uses andthereisamost suitable combination for every advertisement 
In some trades manufacturers are willing to supply quantities 
of printed matter advertising their lines with the retailer s name 
and address on them free of charge and such Utera 
ture may be a great help to the retailer in supplement 
Literature mg his own publications and keeping his name before 
his potential customers He must be sure however 
that there is nothing in the manufacturers printed matter that 
clashes with his own advertising or policy 
Advertising is such an important function that the proprietor or 
manager of a small business usually attends to it personally He 
Or a rra l’ on gmate the advertising ideas and plans and 
of Adrertuiflf em P lo y outside specialists in. copywnting sketching 
photography blockmaking composition and printing 
to carry them out in which case he will book the advertising spaces 
and order the blocks posters or printing matter personally in 
order to keep within his target for expenditure on advertising 
The greater the skill and resources of the specialists he employs 
the less attention the retader need give to detail — an important 
point for the busy man 
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In a big business, it will be advisable to employ an advertising 
manager' to direct and take responsibility for all forms of adver 
tising, originating ideas and making plans in accordance with the 
policy laid down by his principals and seeing that they are carried 
out efficiently and economically He will book advertising spaces 
and order blocks, posters and panted matter to the extent of the 
sanctions given him by his principals . 

The advertising manager will probably maintain a small skeleton 
staff of lay out men, copywriters artists photographers and clerks 
to deal with the normal routine work and employ ^ 
outside firms of specialists as required In most cases AdTertlsing 
it would be unwise to attempt to have all the specialist Department 
work done by employees as the volume of work 
fluctuates so much that the staff would be overworked at some 
periods and idle at others There is the further point that specialist 
employees are apt to become stale through .tontine work and 
may not keep m touch with new materials and processes so th 
the advertiser would be saenflemg the benefit oi new ideas and 
unproved methods il he did not take advantage of outside asastance 
and of the keen competition existing between specialist ®"\ 

It is possible for a retailer to entrust the whole of 
work to an advertising agent and have notlung to do with it except 
to pay the brlls and watch for results, but ^ Emp , 0 , mra , 
retailers do this Advertising agents work on com of Advertlsing 
missions received from newspapers billposting con Agents 
tractors, and printers and make little or no charge o 
then clients, so that then estimate ot a client depends »P » ^ 
amount he will authorize them to spend The 4 
appropriation for advertising is too small to attract t he b. .tans 
of advert, sing agents, who think in hundreds of 
and very few agents with any ability or resources are attracted by 
small accounts , , a , w« 

If. however, a retailer has no knowledge o 
not wish to engage an advertising manager it will g 
ment for hrm to pay an advertising agent of repnte 
milting ideas and plans for an advert.smg eampmgn mid outhnmg 
the procedure to be followed, so that the relate wdl start ngh »d 
be able to “cany on' wrthont profess.onal assistance after th , 
first few advertisements Some great London stores, whose accounts 
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would be very attractive to advertising agencies do not employ 
them because they consider that advertising is an integral part 
of their operations akin to the dressing of windows or the serving 
of customers which should not be entrusted to outsiders 
Advertising display and salesmanship are three forms of sales 
promotion which most be co-ordinated closely m order to make 
the organisation smooth running m normal times and 
C<> o/sSm' 0 " t0 permit of the whole strength of the sales promotion 
Promotion forces being thrown into any special campaign or 
Worlc event To achieve the full measure of success there 
must be uniformity right through the advertising and selling cam 
pajgn from the Press or poster advertisement that first catches 
the prospective customer s eye and the catalogues and circulars 
sent to customers through the window and intenor displays to the 
salesman s persuasion and demonstration. 

If the shop is holding a bargain sale the bargain atmosphere 
must be in evidence everywhere and bargains must be featured 
in the advertisements in the windows and in the salesmen s con 
versation with customers if fashions are being featured fashion 
must be the keynote of every advertisement display and demon 
stration and if quality is the order of the day quality must be 
shown and talked of in every possible way It may be necessary 
to strike a new note in the advertising and displays every month 
or every week in order to take advantage of buying seasons and 
topical events and it is vitally important for all forms of adver 
tising display and selling to stnke the new note together Methods 
of backing up advertising by displays and salesmanship will be 
dealt with in Chapters X and XI respectively 
One of the most difficult problems of the retailer who advertises 
extensively is that of tracing the results of the various forms of 
publicity he uses The retailer engaged in family 
Rebms'irom trade m foodstuffs OT necessities is especially 
Advertising handicapped in tins respect because he can rarely 
obtain an immediate response to an advertisement 
People who are very much attracted by an advertisement may not 
take advantage of a retailer s offer of service if they are satisfied 
with the service they are receiving elsewhere so that it is not until 
they have occasion to make a change that the advertiser is given 
a trial In these circumstances a very good advertisement may 
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bring no immediate response but on the other hand it may bring 
new customers months alter its publication especially il regular 
advertisements have kept the advertiser s name before the public 
The quickest response IS felt in the fashion trades where the 
advertiser is able to put a note of urgency into his messages and 
the customer must make her mind up quickly In 
fashion merchandise advertising it is sometimes poss Eflects o{ 
ible to test the value of a particular newspaper or Advertising 
piece of sales literature by giving it the exclusive 
advertising of a particularly attractive line and watching the sales 
of that line In this connection it must be borne in mind tha 
people brought to a shop by an advertisement of one line » va y 
often buy something qurte different and that all merchandise ad 
vertisuig advertises the hou* so tha. one cannot rt^eitpect 
merchandise advertising to pay for itself in sales of the ac 

‘tSL or advert. suig manage, may also study the efie^of 
his advertising by talking to the customers about 5 

their mental impressions or reaettons This form of tartf M m 
quiry i> much neglected in large shops because of the lack °f Personal 
touch between advertiser and customer but the sa esm ^ 

often give the advertiser valuable information as o 
the customers of particular advertisements 

The relation of advertising expenditure to sales turnover may^ 
watched by means of graphs similar to that lllus ra e 
In this case the advertiser targets his advertising ReUtl0 „ c f 
expenditure at 5 per cent of his sales and hl * c a * E! A p SSo 
is graduated accordingly It will be noticed that tne Sa]es Turnover 
benefit of his peak advertising continues to ® e t _t t he 
for several months after the peak periods which perm, ts of 
target proportion being exceeded during f £° s accounts are 
Where departmental trading and profit -v-ndise ad 

prepared the question often arises as to whether mer 
vertisements should be charged directly to e Department*! 
departments in which the particular goods are sola AdTertM1 „g 
Most department stores endeavour to give every Expense* 
department its fair share of the merchandise adver - al 

Using and the space is allocated in proportion 0 target 

targets of sales turnover so that a department wi 
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of £%o (too per anmim would be given roughly twice as much adver 
Using as a department with £25 000 Where this plan is followed, 
tl e advertising expenses may he apportioned between the depart 
ments m proportion to tiic sales targets so that the department 
with a sales target of £50 000 would be charged twice as much as 


Cfapk showing Jfelaiion of Advertising 
£xpettdiluce to Sales turnover 
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the department with a sales target of £25 000 In some specialist 
shops and stores however the advertising is devoted mainly to 
certain specialist lines or departments and other subsidiary depart 
ments receive no direct publicity 
Where a retailer vanes the normal procedure of giving each 
department a fair share of the advertising and concentrates the 
A advertising on a few departments, in order to influence 

the Cost 2 tren< * °f business in favour of those departments, 
or where by reason of its distinctive character and 
different work a department has to have separate and distinctive 
advertisements— as in the case of the estates and valuations 
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department in a big famishing store — the advertising expenses of the 
privileged department should be recorded separately The principle 
to be followed is to apportion the advertising expenditure m the 
same way as the advertising itself is apportioned House or 
general advertising may be allocated to the departments in propor 
tion to their sales targets 

When the direct expenses of advertising spaces posters printed 
matter blocks and specialists service charges have been allocated 
to the departments in their correct proportions the overhead ex 
penses of the advertising department — salaries and incidental ex 
penses — may be charged to the departments in proportion to the 
direct expenses charged them For example if the total overhead 
expenses of the advertising department are io per cent of its direct 
expenses io per cent may be added to the direct expenses charged 
to each department 
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DISPLAY 

Displays cf merchandise play a prominent part in retail sales 
promotion Attractive window and other extenor displays bring 
new customers and attractive counter and other intenor displays 
induce customers to make additional purchases 
Many retailers including some of the most successful multiple 
shop companies consider merchandise displays to be the only form 
of advertising they need Their shops are m busy 
^Torm* f* centccs *^ eir wm ^ ow displays are attractive the 
Advertising intenors of their shops are inviting and them service 
is efficient so that their shops are both convenient 
and pleasant to deal with 

If a retailer does not advertise he must rely upon his window 
displays and the general appearance of his shop to bring passers by 
mto the shop and so turn them into customers Heavy commitments 
for rental and other expenses of premises in a busy shopping centre 
may be quite profitless unless the shop is made attractive to 
passers by 

Good merchandise skilfully displayed is by far the best form of 
advertisement for a shop Most articles of merchandise are attrac 
tive in themselves either because of their apparent beauties or 
because of the uses and advantages which people have learned 
to associate with them 

Seeing an article itself is always more convincing to a prospective 
purchaser than seeing a picture or reading a description of it in 
an advertisement and it is a great disadvantage of 
of^Advertue rnerchandise advertising that the illustrations and 
merits descriptions however skilfully prepared rarely do 
justice to the goods In the average newspaper ad 
vertisement it is only possible to present a very rough black and 
white sketch of the merchandise All the advantages of colour and 
shading are lost and it is exceedingly difficult to portray quality 
of materials Cheap goods very often sketch far more attractively 
than expensive goods The illustrations cannot be supplemented 
198 
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by complete descriptions of the goods, because space is valuable 
and the average reader will only glance at the description The 
wording must, therefore, be brief and cannot adequately describe 
the attractive features of the merchandise 
Illustrations in colour and more comprehensive descriptions can 
be given in sales literature, but readers are apt to discount them, 
although, as a matter of fact, even the most elaborate and costly 
publications may not do justice to/the goods 
There is the further point that the merchandise display meets 
the customer at the most favourable moment, when she is m the 
act of shopping and at the shop, whereas the Press 
advertisement, the poster and the sales Literature Displays 
may meet her when she is busy with other tasks or opportune 
thinking of other things An advertisement that 
makes a good impression on a reader and arouses her interest may 
be forgotten by her within a few moments owing to the pressure 
of other affairs, but if she sees the advertised goods displayed in 
a shop window next time she is shopping the advertisement will 
be recalled to her mind and she will be a stage nearer buying 
The retailer’s window displays may therefore be looked upon as 
a " key, ’ Unking his advertising to his shop This Unking is effected 
by showing in the window the lines that are being advertised or 
the class of merchandise that is suggested by the advertisements, 
and expressing the spirit or message of the advertisements in the 
displays This link or key is absolutely essential, owing to the possi- 
bility of customers forgetting advertisements or confusing the ad 
vertisements of rival shops A woman may remember that she has 
seen an attractive hat advertised but forget the name of the adver- 
tiser, or she may have seen the same hat advertised by several 
shops 

An advertisement may bring a prospective customer to a shop 
but not inside it If the good impression created by the advertise- 
ment is not borne out by the general appearance of the shop or 
the merchandise displayed, she may be disappointed and either go 
elsewhere or enter the shop in a critical mood that will make the 
salesman’s task of obtaining her order a veiy difficult one 
When rival shops are situated close together in a shopping centre, 
their advertising may bring people to the shopping centre rather 
than to any particular shop, because many women make a tour 
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of the shop windows before beginning their shopping In such 
circumstances the window displays are the deciding factor and 
the shop with the best display of the merchandise 
Attract ng advertised secures the lion s share of the business 
* Shopper"* Window displays are much more direct and personal 
than Press advertisements A retailers advertise 
ments usually appear m close proximity to those of other retailers 
but when a prospective customer is looking in his shop window 
he has her undivided attention for the moment 

Alert retailers in close competition not only feature in their 
window displays the lines they are advertising but also the luxes 
their competitors are advertising If they are successful m making 
the better show of their competitor s feature lines this naturally 
makes a deep impression upon the public 
By key displays of proprietary articles advertised by his sup- 
pliers the retailer may also attract to his shop the business created 
by their consumer or national advertising Most of our leading 
manufacturers find it necessary to advertise their proprietary lines 
in the general Press in order to interest prospective consumers or 
users and create a demand for them but this demand is by 
no means imperative and the co-operation of letailers is usually 
necessary in order to turn the consumers or users interest into 
an actual order In many cases suppliers who advertise extensively 
to the public are willing to supply display material to the retailers 
who stock their lines or even to dress their windows for them 
and a retailer who takes advantage of this service may be able 
to attract to his shop all the local benefit of such advertising 
In small shops the window displays are planned and supervised 
by the proprietor or manager and earned out by the salesmen 
but in a large shop department store or multiple 
Organization sho P c ^ am there ts usually a display department 
controlled by a display manager who has his own 
staff of expert window dressers 

The display manager bases his work upon the general Plan of 
Selling Events drawn up by the management in consultation with 
the buyers and other executives in advance for each trading period 
If the display manager is a man of vision he will probably play an 
important part in the formulation of such plans as he should know 
the display value ol the schemes considered He may also originate 
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ideas for special events and make suggestions for the co-ordination 
of departmental events suggested by the buyers 

The selling plan will divide the year into a nunjber of "events," 
including the seasonal Easter, Spnng, Summer, Autumn, and Christ- 
mas shows, the clearance sales, bargain and fashion weeks, and the 
special departmental or topical shows arranged to present popular 
attractions at the most favourable times. 

During each of these "events’ the shop must appear to the cus 
tomer in an appropriate mood and show appropriate merchandise, 
and the display manager s task is to arrange window 
and interior displays that will create the desired “ Atmosphere " 
"atmosphere," and give prominence to the selected 
merchandise At all tunes, the displays must express the character 
of the business and the more definite this character the more difficult 
the display manager s task will be In a business of little character, 
the displays may be designed simply and wholeheartedly to express 
the mood of the moment, but, where prestige and specialist character 
have to be considered, restraint may be necessary For example, 
a general draper's catering for customers of all classes may be able 
to express the spint of fevensh haste and sacrifice of price in its 
clearance sale displays, but a high class ladies' outfitter’s may have 
to retain a dignified appearance even at clearance sale times, and 
the display manager's task is therefore far more difficult Instead 
of merely expressing a certain spirit, he has to portray a certain 
character in a certain mood 

Where an extensive advertising campaign is conducted, the 
display department must work in close co-ordination with the ad- 
vertising department and study the advance plans 
of that department before it prepares its own I n Relations 
other words, the display manager must find out how adrertumg 
the advertising manager is gomg to advertise the Department 
various "events before he can organize his displays 

In the case of merchandise advertising, the display manager will 
wish to know well m advance what lines wall be advertised, and 
what descriptions and prices will be given to them, to enable him 
to design displays to suit them, order the necessary backgrounds, 
showcards, tickets and other displaj materials, and also find out 
how much stock of each line he will need, and requisition it from the 
buyer of the department. 
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With ‘ house’ advertising the display manager will wish to see 
an advance sketch or proof of the actual advertisement, as the 
task of backing up a general statement by displays is far more diffi- 
cult than backing up a merchandise advertisement of a particular 
line He [may have to take his “cue' for the displays from a single 
phrase or slogan used in the "house advertisements, or a single 
illustration, but the combined effect of his displays upon the passers- 
by should be the same as that of the advertisements on the readers, 
so that his interpretation of the displays must be broad, and if he 
does quote or enlarge upon an item from the house advertisement, 
he must be sure that it is the proper keynote of the advertisement 
and that his treatment is consistent with the advertising 
The general appearance of the displays should also coincide with 
the general appearance of the advertisements If the advertising 
men have * crowded their advertisements in order 
B4C 'th'e Up to 6 lve an imp ress io n of surplus stocks and great 
Advertising variety andhave shown the paces in large figures fora 
clearance sale the display men should crowd the 
windows with merchandise and use large pace tickets to give the 
same effect On the other hand, if the advertising men have left 
plenty of white space in their advertisements in order to give power 
and dignity to the M copy ’ and throw a particular line or message 
into prominence, the display men should obtain a similar effect 
by setting the line or message in a prominent position and arranging 
the rest of the window as a contrasting background, contauung 
nothing o! interest likely to distract attention from the feature 
In many cases there ts a great advantage m mounting a copy of 
the advertisement and exhibiting it in the window with the goods, 
so that potential customers can compare the illustration with the 
actual article This will remind them of the advertisement and 
show them that the offer is genuine and they may be impressed 
by the fact that the goods themselves are actually more attractive 
than the advertisement 

It is unlikely that the plan of selling events and the advertising 
will give the display manager cues for the use of all his window 
Sco for s P aces Th e management may consider it advisable 
Ingenuity not to sta S e ai *y events during certain weeks, or an 
event or advertisement may be confined to one or 
two departments, so that only a few of the window spaces available 
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need be reserved for it The display manager will have to rely 
upon his own ingenuity to provide schemes for displays in the 
remaining weeks or spaces Spaces may however have to be re 
served permanently or periodically for particular departments and 
the display manager must plan his own schemes well in advance 
so that the reservation of window spaces and the preparations for the 
displays should be systematized 

hor this purpose most display managers provide themselves with 
quantities of printed plans of the window and other spaces at their 
disposal Each plan represents a week s displays and 
Plans” when the display manager receives his copy of the 
advance plan of selling events from the management 
he opens a separate plan for each week of the period He then 
reserves his spaces for the various events and for the displays subse 
quently decided upon by marking off the spaces on the plans 
The window plan on page 203 goes a step further and provides 
a form on which the various routine operations connected with the 
displays can be recorded as they arc earned out. Reference to the 
advance file of window plans will then show not only what spaces 
have been reserved but also what steps have been taken towards 
prepanng for the displays Continuation in the Details Settled 
column means that the particular display will be continued from 
the previous week without change and continued in the Mer 
chandise Returned column means that the particular display will 
be left for the ensuing week without change 
In a large organization the display manager will delegate the 
carrying out of the various routine operations to assistants whose 
responsibilities must be defined closely One of them will deal with 
the preparation of rough sketches and lay outs for displays 
another with tl e ordering and checking of backgrounds showcards 
tickets and other supplies and a third with the borrowing of mer 
chandise from the buyers The entries on the window plans will 
then show the display manager whether these operations have been 
commenced and completed in good time 
Display is such a vital factor in sales promotion that the manage 
ment may wish to give the display manager general instructions 
as to the amount of space to be devoted to the merchandise of 
each department or the amount of preference which is to be given 
to any particular department or lines and he may have to submit 
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his plans to the management for approval before beginning his 
preparations Incidentally it often makes for better relations be 
tween the display and selling departments if the 
allocation of space is directed by the management "fjgjg 
and the display department cannot therefore be blamed space 

for any allocation that does not please the buyers 
concerned 

Saleability must always be considered first in allocating space 
to merchandise and the buyer who has attractive lines to show 
must take precedence over the buyer who cannot produce anything 
worthy of display Departments of equal importance cannot always 
be treated alike as apart from saleability there may oe some de 
partments whose merchandise is naturally attractive and valuable 
to the display men for purposes of general effect and other 
departments whose merchandise is unsuitable for display 

In a large organization the management must give very careful 
consideration to the relations between the display department and 


the selling departments as these relations are very Relatl<)ns 
often the subject of considerable controversy and un w>th 
pleasantness No one appreciates the value of window Departments 
displays better than a buyer or manager of a selling 
department and his usual plea is to be given a window 0 ow 
for the exclusive use of his department and to be allow o e 
as he pleases and show what goods he likes The 1 ea o a 
a display department is therefore objectionable to many buye 
There are however obvious advantages to a large s °P or s 
in having a separate display department as display w or ^ 
recognized as an art calling for specialist knowledge and l stall 
and only by having all the displays under the supervision of one 
executive is it possible to co-ordinate them harmonious y an * 
the policy of the house — rather than the policy 0 any pa 


department — being adhered to . 

When a display department exists it will be necessary 
its territory The whole of the window spaces will usually be 
under its control— although in some quite important ^ Dup , jy 
stores certain buyers of leading selling departments Dejjajtmen t 5 
are successful in obtaining exclusive rights over Territory 
particular windows There will probably be a number 
of display spaces inside the shop e g entrance a s 
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staircase landings and arcades, which it is not desired to allocate to 
any particular selling department, and these can be included in 
the territory of the display department 
In some shops the display manager is given the right to super- 
vise and if necessary, veto or re-arrange the displays or "dressing 
out ’ in the selling departments themselves, in order to ensure har- 
mony and consistency throughout the whole building, but this is 
practically an impossible task, especially where the buyers are 
antagonistic and it is better to leave the departmental displays 
to the buyers and their salesmen, except that the display manager 
may act in an advisory capacity and give practical assistance when 
ever a buyer asks for it If he is a tactful man, he will be able to 
exercise a considerable amount of control by leadership and sugges 
tion, without giving offence to the buyers 
Display may be called ‘ silent salesmanship ’ and every salesman 
entrusted with the arrangement or ‘dressing out’ of stock should 
be taught how to make his merchandise look attractive 

The inside of a shop should be one great display of merchandise, 
where lines for which the shop is noted or which are being adver- 
tised. are supported by alternative lines showing the 
DupUys extent and variety of the stock Even the most 
commonplace goods may be able to sell themselves 
if shown, by reminding the customers of things they ought to buy, 
and thereby making sales that might otherwise be lost Biscuits, 
pickles salt pepper, and mustard sell "at sight m the grocer's 
shop blotting paper, envelopes and nibs in the stationer’s, and 
bath salts toothbrushes and sponges in the chemist’s to mention 
only a few examples In other trades there are articles whose 
charm novelty or in.expensiver.ess will make them irresistible to 
some customers if they are skilfully displayed 
Good merchandise hidden away represents so much money lying 
idle and so much display opportunity lost New lines, in particular, 
are always interesting to customers and interior displays of them 
can. be used to entertain customers who are looking round or waiting 
their turn to be seryed It is better for new goods to introduce 
themselves to the customers than for the salesmen to introduce 
them The salesman has to guess what the customer might be in 
terested in, and his suggestions may be resen led hut the customer s 
examination of a displayed article discloses her interest and the 
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salesman can then talk to her about the article without fear of 
causing offence 

The Departmental Analysis of Sales (see page 68) should be 
watched in connection with displays and where this shows that 
on certain days of the week a better or cheaper class of business is 
done as is very often the case better or cheaper goods should be 
shown on those days 

Particular attention must be given to the displays or dressing 
out of the departments which can be seen from the street in order 
to make the general appearance of the shop attractive and inviting 
This point must be borne in mind in laying out the shop and 
arranging the positions of the various departments in order to 
place departments whose merchandise has display value near the 
doors 

In some shops it is the practice to place specially attractive lines 
m tl e windows nearest the doors or in cases at the entrances and 
to arrange interior displays of new lines opposite the doors so that 
displays may be said to lead customers into the shop 

mere a retailer has merchandise of attractive appearance das 
tinctive to his shop he should seize every opportunity to display 
it to potential customers and with this end m view . b t ons 
may take space at local exhibitions and shows or an x d 0 ‘ ut ^“ e 
arrange to install showcases in local hotels restaurants d splays 
theatres cinemas railway stations and pavilions 
Participation in local shows and events gives a retailer prestige 
and earns him the goodwill of the more influential local residents 
and it may prove a very effective means of combating the com 
petition of multiple shops whose managers are rarely authorized 
to undertake this form of sales promotion work An artistic sp ay 
of attractive merchandise helps to make a local exhibition or 
to bnghten up the entrance hall of a hotel theatre or rai way 
station and a retailer who has a reputation for distinctive displays 
can often obtain display space and facilities on very reasonable 
terms .. 

The arrangement and maintenance of such displa>s natura y 
fall to the display department and require special attention 
the outside displays are skimped or allowed to become sta e an 
dirty they will be bad advertisements instead of good ones an 
the retailer will find it more difficult to obtain spaces 
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There maj be differences of opinion between the display manager 
and the buyers as to which lines should be shown Generally 
speaking the display manager is dependent upon the 
Selection of buyers for the selection of lines as he may not know 
for Display what is in stock or what lines represent the best value 
but he should have the right to go round the depart 
ments and ask for the loan of any lines which have display value 
He should not be allowed to demand the loan of any particular mer 
chandise but he should have the nght to refuse to show any lines 
suggested by the buyers which he considers unsuitable so that 
goods will only be shown by mutual agreement between the display 
manager and the buyers 

There should be no difficulty in the case of advertised lines as 
these are usually selected in the first place by the buyers and it is 
of course to the buyer s advantage to give the display men the 
best selection he can m order to secure satisfactory display® Diffi 
cutties arise when buyers are asked to loan merchandise for quite 
unimportant spaces or to be used as a background or foil for the 
merchandise of another department especially if their merchandise 
is liable to damage or depreciation through exposure in the windows 
The buyer of the silks department may be keen to loan silks when 
they are to form the subject of the display but unwilling to loan 
Borrow n * or as a background to a china display 

Merchandise A diplomatic display manager can often meet such 
Backgrounds ob l ect,ons *>y bringing together the buyers concerned 
and getting them to make some reciprocal arrange 
ment for example the silks buyer may agree to loan his silks as a 
background for a china display provided desenptive tickets are 
placed on them and the china buyer lends some high-class china 
ornaments to embellish the displays of silks 

It may however be advisable for the management to make 
some arrangement by which a department can be compensated 
for spoils resulting from loaning goods for othdr departments 
displays For example where Waste Notes similar to that illustrated 
on page 115 are in use it may be arranged that if the display man 
ager certifies that goods have been spoiled in another department s 
display the counting house will charge the cost to the department 
enjoying the benefit of the display instead of to the department 
responsible for the goods spoiled. 
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The value of the stock out on display may amount to a con 
siderable sum and it is important for the borrowing and return 
of merchandise bj the display department to be made 
the subject of memorandums A simple but effective /^D^piay 
system is for the display department to give the selling 
department a written Requisition for the goods it borrow s similar 
to that illustrated below This requisition is prepared in duplicate 
the original to be left with the buyer of the department loaning 
the goods as a receipt or IOU for them and the duplicate to be 
kept in the display department as a record of the goods in their 
hands 


REQUISITION FOR GOODS FOR DISPLAY 


DR 1*40 

DISPLAY DEPARTMENT 

Date 2nd March 1931 

REQUISITION FOR MERCHANDISE ON LOAN 
To Upholstered Furniture Department 

Please lend us the following merchandise for approximately 
seien days 

Date required 7th March 1931 


Quantity I 

Description j 

Display 

1 

Albion Chesterfield in Hide 

Window 4 

2 

Albion Easy Chairs in Hide 

Window 4 

1 

Sleepwel! Bed Settee in Green Damask | 

Window S 


Davia 

f Jones 


J Display Manager 


Received the above merchandise on hehaffoftfte Display Department 
Date 7th March 1931 E Cox 
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Tlic requisition may, of course, have to be sent to the selling de 
partment in advance, allowing time for the goods to be obtained 
or prepared and the receipt section will then be signed by the 
porter who subsequently collects them 
When borrowed goods are returned to the selling department, 
the original requisition should be recovered and the duplicate can 
then be destroyed 

It may be noticed that the specimen requisition shows the buyer 
approximately how long the goods will be away from his department 
and where they will be located, to enable him to trace them if 
necessary 

The display manager should watch the file of duplicate requisi- 
tions to see that goods are returned to the selling departments 
immediately they are taken off display, as buyers frequently have 
cause to complain of goods being laid aside instead of being returned 
promptly and goods so laid aside in odd comers may be exposed 
to considerable nsk of damage or theft 

In preparing an important display, the first step should be the 
making of a preliminary sketch, drawn to scale The preparation 
of preliminary sketches makes for much better dis- 
Sketchei*of an< * saves a great deal of time and labour in 

Duplays the long run, as they enable the display manager to 
consider alternative ideas in sketch form long before 
the displays need be commenced or the materials ordered The 
sketches are a guide to the measurements in ordering backgrounds 
and to the quantities in requisitioning merchandise, and the window 
dressers are able to visualize the displays before commencing work 
on them, and go straight ahead with the arrangement of the back- 
grounds and merchandise m their allotted positions instead of 
having to arrange and re arrange them under supervision until the 
desired effect is obtained 

In the case of foodstuffs or delicate materials, it is of especial 
importance for the displayed merchandise to be handled as little 
as possible, otherwise its fresh appearance may be lost 

Points on The artifices at the disposal of the display man are 
Duplay almost unlimited Apart from the merchandise itself, 
lgn * he has the advantage of backgrounds showcards, 
tickets, lighting colour, models, mannequins and many other 
devices to give interest, life, and 'human appeal to tf displays 
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In nearly all cases tl «. n erchandise must be tl e feature of the 
displays and it is the display man s task to dramatize this mer 
chandise rather than to introduce features that will detract from 
it It is a sure sign of incompetence if a display man has continually 
to mtroduce sensational or irrelevant features into his displays m 
order to make them attractive and interesting to passers by he 
should be able to make the merchandise itself attractive and 
interesting 

Many classes of merchandise do not readily lend themselves to 
display but it is better to apply ingenuity to making them inter 
esting than to introduce theatrical features For example pro 
pnetary articles in packets or other containers usually make poor 
display material but they can be livened up b> opening or 
breaking a packet to show the contents or showing the articles 
served or as they would appear in use and it is better to do 
this than to subjugate the articles to a set piece representing 
characters or trade marks associated with them by the manu 
facturers Such set pieces are more suitable for backgrounds 
The expert display man strives for what is known as human 
appeal in his displays making them suggestive and thought 
provoking and appealing as intimately as possible 
to the class or type of person who is the most likely App«af 
purchaser of the goods The baker who makes a 
display of crumpets with a showcard depicting hot buttered 
crumpets served ready to eat and the words Crumpets for Tea* 
gives a simple example of sound and constructive showmanship 
A Christmas display should not be merely a show of seasonable 
goods but a display of practical suggestions for those who have 
to give presents or for those who have to give parties 
The display man should try to visualize the potential purchaser 
of the particular goods and her problems and appeal to her m the 
mood associated with the goods The department store can make 
up special displays for mothers hostesses overworked housewives 
travellers motorists golfers dancers tennis players music lovers 
book lovers or smokers at appropriate times by bringing together 
articles of interest and utility to the people addressed and creating 
an atmosphere attractive to them Association of ideas is an 
important factor in display work and when articles are used together 
they should be shown together A display of bathing costumes may 
»»-<«•}«) 
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be dull and uninteresting but if bathing costumes caps shoes 
wraps tents parasols and inflated sea horses and other aquatic 
sports goods are combined in a display for bathers passers by will 
be reminded of their approaching holidays and the joys of the beach 
and made to think What do I need for the beach this year? 
The bathing costumes may still be the centre of attraction if they 
are distinctive to the shop or attractive in style or pnce 
Every display should have a centre of attraction or featured 
Ime which must be carefully chosen as on the attractiveness ol 
this line and its apparent value for money will depend 
The Centre the success r f the display If the featured Ime looks 
Attraction commonplace expensive or out of date all the other 
lines will suffer by association but if the featured 
line makes a strong appeal all tl e other lines will benefit by associa 
tion Tl e featured line will be taken as representative of the shop 
and its stock as a whole and therefore the retailer must be content 
to be judged by it 

The display man must not allow his ingenuity to lead him into 
providing complicated or involved displays In display as in 
advertising the simplest method ol presenting an idea is always 
the best Simplicity is the secret of the beautiful display the 
striking display the dignified display the amusing display the 
tasteful display and the bargain display 

In all but the bargain display overcrowding must be carefully 
avoided as overcr nvding suggests cheapness and common stock 
Most inexperienced window dressers make the mis 
OTMcrcwd ng ta)<e o{ tr ymg to show too many lines at a time so 
that the windows are overcrowded there is clashing 
in colour quality and style no Ime is properly featured the win 
dows look smaller than they really are and the distance at which 
they are attractive and intelligible is lessened The selling power 
of many shop windows could be trebled in a few moments by taking 
out half of the goods I 

In addition to the above points it should be remembered that 
most merchandise suffers from exposure in the windows and in 
some cases becomes unsaleable so that in the interests of economy 
the amount ol merchandise displayed should not be larger than 
necessary Dust damp and sunshine are the three great enemies 
of displayed goods and every possible precaution should be taken 
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against them in planning and enclosing the windows and in arranging 
the displays 

Backgrounds, painted or draped may be used to complete the 
displays, to give character to them and to bind together a combined 
display of dissimilar or differently coloured articles, 
but they must be carefully chosen, both as regards Backgrounds 
colour and design The background should contrast 
pleasantly with the goods, in order to throw them into promm 
ence and there should be no interesting detail m it otherwise it 
may distract attention from the goods 

It is unwise to equip the windows with display fittings of a fixed 
or permanent nature as this may make the displays stereotyped 
and inflexible and therefore unattractive to passers by Fittings 
which would cause the goods to be shown in parallel or verticat 
rows are especially to be avoided as they make the windows look 
formal, and smaller than they really are For the same reason 
tickets should never be ananged in rows 

Goods that are obviously of supcnor quality may be used as a 
background, support, or ornament for other lines of superior quality 
For example, beautiful silks artistically draped will enhance the 
apparent quality of high<lass shoes 
Combined displays should be restricted to articles of approxi- 
mately equal quality, so that they help one another to suggest 
exclusiveness or inexpensiveness as the case may be Articles of 
widely different clas£ or quality clash badly in display and spoil 
each other s chances of selling The inexpensive goods make the 
high-class goods look too expensive and the high class goods make 
the inexpensive goods look rubbishy 

Colours must be considered very carefully in display work, as 
every colour or combination of colours has a different psychological 
effect and, therefore, its own particular uses For 
example, y ellow is suggests e of summer and sunshine schemes 
and is, therefore, suitable for summer holiday dis- 
plays, orange is suggestive of warmth, comfort, and cheerfulness, 
and is, therefore, suitable for winter furnishing displays, light 
green is suggestive of spring and is, therefore, suitable for spring 
fashion displays, red has an imperative, arresting effect, and is, 
therefore, popular for bargain displays, black and white is the 
sharpest contrast possible and is, therefore, the best means of 
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attracting attention from the opposite side of the street. Deep 
blues and purples are depressing colours, and are, therefore, sparingly 
used by display men, who must, in nearly all cases, strive for an 
invigorating, cheerful effect 

In regard to combinations of colours, a number of reliable and 
inexpensive charts are published for the use of artists, display men 
and advertising men, showing the combinations that blend har- 
moniously, those that contrast effectively, and those that clash 
The lighting equipment in the windows should be flexible and 
adjustable to permit of lights being arranged and focused to suit 
the individual displays Shadows must be avoided 
Lighting ^ lighting directed from all angles of the front 
of the window and, to avoid glare, there should be 
no exposed lamps Apart from showing the goods to advantage, 
flood lighting of the windows and interior gives a cheerful, inviting 
appearance to the shop, especially on a dull day, and, although the 
cost of current is sufficiently great to deter retailers from using 
electric light unnecessarily, it is a good salesman and should not be 
skimped 

Coloured or tinted lights may be used to give sunshine, fireside, 
cool, warm, woodland, moonlight, harvest or other effects to a 
display, to " bind together ' a combined display of dissimilar objects, 
or to "tone down ' gaudy-coloured goods Where a display is 
satisfactory ui daylight but unsatisfactory at night, owing to the 
change in the appearance of the goods under electric light, special 
44 daylight " lamps should be used 
Where there is a steady stream of passers-by in the evening after 
the shop has closed, it will be helpful to leave the window blinds up 
and the lights on long after dosing time, thus making sales for 
another day In some theatre districts there are more passers-by 
at night than during the daytime, and many people who work in 
shops, factories, or offices only have time to look round the shop 
windows m the evenings 

Showcards and tickets should not be introduced into displays 
unless they serve a useful purpose, as their general effect is bad, 
Showcards especially in the case of high-class merchandise 
Tickrts most shops it is now considered necessary to 

put pnee tickets on all displayed goods, as many 
shoppers take no interest m articles which are not "marked m 
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plain figures " Price marking reminds casual visitors that the goods 
are for sale, and invites them to purchase them, whereas a window 
full of unpriced goods is aloof and uninviting, and suggests that 
the shop is ashamed of its prices 

It must be borne m mind that the majority of shoppers are quite 
unable to judge the apparent values of displayed merchandise, and 
the way in which the price is presented has a very important psycho- 
logical effect Large price tickets suggest cheapness, small price 
tickets suggest expensiveness Where prices are marked in code, 
they should never be obvious on displayed goods, as codes make 
customers suspicious 

In nearly all cases a few words of description on the price ticket, 
or on a separate ticket, will add to the attractiveness of the goods, 
emphasizing a low pnce, or accounting for a relatively 
high pnce by pointing out the qualities and advan 
tages of the goods but the words used must be really 
descnptive of the particular goods, and not stale, stereotyped 
phrases For example, "pure wool,” "hand made, ’ untamishable 
trimmings, ' “ crepe de Chine lining, “ 18-carat gold,’’ and “ guaran- 
teed for five years" are helpful because they tell the prospective 
customer something about the goods and make them more attrac- 
tive to her, but "cheap," "wonderful value, ’ finest quality," 
" latest style,’ " best selected ’ "our recommendation, and similar 
phrases so promiscuously used by the small shopkeeper have become 
meaningless and, therefore, have no influence on the shopper 

In many cases it is considered advantageous to put the name of 
the shop on all descriptive tickets, as this impresses the name upon 
the minds of shoppers and suggests that the goods are distinctive 
to the shop and not common merchandise It also seems to inspire 
confidence with some customers It is important to note however, 
that where the name of the shop appears on displayed goods of 
foreign manufacture or on the tickets describing such goods, the 
name of the country of origin or the word "foreign must also 
appear on them This is a provision of the Merchandise Marks Act, 
1926 The effect of this may be to influence people against purchas 
ing the goods, although some display men have turned the enforced 
description togood account by using a little salesmanship, e g "guar- 
anteed French manufacture,’ "genuine Czechoslovakian ware " 
Like all other sections of the business, the display department 
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will visually have to work to a target of expense or budget figure 
and the manager will have to apportion this figure amongst his 
various classes of expense —wages backgrounds 
Ctfstmg showcards etc 

In some stores it is the practice for the window 
displays to be costed out to the departments which enjoy the 
benefit of them a charge being made to the trading account of each 
department for the displays they had during the period of accounting 
The display manager will know in advance what his target of 
expense for the year is to be and by dividing this by 52 he will 
find the weekly expense figure This weekly figure may be spread 
over the windows and other spaces according to their si2e and 1m 
portance thus arriving at a definite cost per week for each space 
The display manager has therefore a price list for his spaces 
including display services and can tell a buyer beforehand what 
any space or display will cost him per week 
C Bi? ersSor* ' vhere extra expenses for special backgrounds 

Duplays models or mannequins are incurred on behalf of a 
particular department these will be charged directly 
to the department in addition to the charge for space and services 
The display manager should reserve a proportion of his expense 
appropriation for special departmental expenses of this kind and 
the amount so reserved will not of course be taken into account in 
fixing the weekly charges for space 
As the preparation of special displays covers an endless variety 
of work and materials the display manager should keep a Cost 
Index showing the cost of any materials likely to be used similar 
to the Price Index kept by a buyer He should also note the time 
required for the production of the various set pieces or materials 
likely to be required He will then be able to quote a buyer 
the approximate cost of any special displays under consideration 
and also to place his orders in good time 
The advantage of this costing system from the viewpoint of 
the management is that it limits the amount which the display 
department may spend and provides that every penny must be 
accounted for by a charge to a selling department If the display 
department does not spend its money to good advantage the 
buyers will soon cnwjjlaj.'j. tfcaA. Vwg "gitiepig ’Vhliu t r co » Vift 

amounts charged them 
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SAI FSM A NSI! I P 

Saitsmavsiiip is the most personal and most necessary form of 
sales promotion and therefore by far the most important 
Advertising and displays may in some eases, sell merchandise 
outright — as in mail order businesses or 'open * bazaar stores — 
but, in the majority of cases, they only go part of the way towards 
making the sales, and the salesman has to complete the sales 
promotion work, or "clinch the dcil ’ 

Closi personal contact with customers and individual treatment 
ofthem arcthc proper sphere of (he retailer, and any attempt (ogive 
tncchant7cd or mass treatment to customers must lie regarded as 
anomalous In Itritain especially, people prefer personal service, 
and it is significant that mail order businesses and ‘open’ bazaar 
stores, cited above as exceptions, have not proved nearly so popular 
in this country as in the United States and elsewhere 

The typical and vital function of individual treatment of customers 
in retailing is performed by the salesmen A shop is established 
to give a certain service to the public, and the sales 

men arc there to extend that service to individuil , , Th * . 

, Silnmini 

customers, varjmg it as required Function 

In miny cases the salesmen may be said to stand 
lictwcen the shop and its customers The shop may be established 
with high ideals and a settled policy anti be in position to render 
valuable service to its customers, but the service actually given 
to individual customers depends largely upon the character and 
efficiency of the salesmen and the way in which they intcrjirct 
and carry out the policies and practices of the shop The salesmen, 
therefore, have power to make or mar the retailers appcil and 
service to his customers The most skilful advertising and displays 
will lie wasted if the salesmen do not hack them up and show and 
recommend the lines advertised The most comprehensive stock 
will appear inadequate if the salesmen do not take pains to show 
individual customers the lines most suited to them, and the most 
efficient service system will l>c discredited if the salesmen make 
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mistakes m executing orders 
giving change 

The influence of the personal element in business and the sales 
man s power for good „ r harm „ emphiid t 

The at thC P / eS L ent tme many retailers including 

Personal “ me of th * largest are allowing their enthusiasm 
Sc,e " ll& merchandising advertising daplay 
the imnortanre f ™“ 5ySt "“ *° ,h ™ t0 ™*r cstimrrte 

^=s~».r sms 

can art dependent upon individual skill 

-m oth r 1 Z^‘ b S ,y h“ d m " m6neSS *“ 61v ' ““““r *™* 

frnntrf “v™ ,L r“ t m ' nt l ” rf “en /or 
incessantly in their adv rt ^ S 0pS w!ucb taIk about service 
find a <0r a 

isr- ta 

forsalesrSip ^ tat,0n3and therefore the greater thf need 

Salesmanship itself is the subiert , 
which the principles of ?® Ct f com panion volume 1 in 

to the ^ are ,aB y “P'™" 1 and npphed 

Principles r esman s problems and the details of his work 
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Attitude of Mind Broad vision observation and an intelligent 
interest in people and things a liking and enthusiasm for his work 
energy patience and willingness to take puns in order to please 
and an honest endeavour to do the right thing 
Efficiency Mastery of the routine part of his work i e the taking 
of orders preparation measuring cutting weighing and packing 
of goods writing of sales checks and delivery instructions taking 
money and giving change and smartness and reliability in working 
Kttouledge Sufficient knowledge of his stock and the general 
merchandise of his trade to enable him to talk authoritatively and 
interestingly to customers to answer their questions accurately and 
convincingly and give tl cm sound advice w hen required Sufficient 
knowledge of general business to appreciate the nature and relative 
importance of the various features of his work 

Persuasive Skill A sympathetic understanding of his customer s 
ideas and motives Ability to make suggestions tactfully and help- 
fully to enhance the apparent value of his merchandise by his 
way of describing and handling or demonstrating it and ability 
to take his employ er s part in any discussion without giving offence 
to the customer 

This standard of proficiency is admittedly a high one and a large 
proportion of the retail salesmen of to-day would fail to satisfy it 
but it must be borne in mind that the words sales 
men and saleswomen arc now used to describe 
shop assistants or counter hands who have no idea Assistants ? 
of salesmanship and who cannot be considered as 
factors in sales promotion A rct-uler cannot build up a staff of the 
standard indicated by merely advertising for experienced salesmen 
or by offering high wages Careful selection and thorough training 
are essential and the working conditions must be congenial These 
subjects wall be dealt with in Chapter \I I 
The way-s m which skilled personal salesmanslup may increase 
the sales turnover of a retail business include the following (i) the 
shop becomes a pleasant and convenient shopping s*io- 
centre attracts e to customers (2) sales are made mamhip may 
which would be lost if the manner of /uesenbnj the jurn grtr 
goods was less skilful (3) goods are obtained specially 
for customers so that sales are not confined to the stock (4) cus 
tomers arc shown the advantages of buying larger quantities or 
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must not be asked to make purchases yet she must not be neg 
lected for fear of offending her and it is desirable to secure an} 
orders she may be m a position to place In many 
stores which invite the public to come and look round " The ^ r " 
without obligation to make purchases visitors are the Shop 
pounced upon and pestered with parrot cries of May 
I help you? or Can I show you something 3 by every salesman 
they pass This amounts to a breach of faith and makes visitors 
feel very uncomfortable They may feel obliged to buy something 
they do not really want in order to escape but this is unsound 
sales promotion as they are not likely to visit the shop again 
Incidentally this is an example of the use of system as a substitute 
for salesmanship The employees are told to say May I help you 3 
and do so mechanically instead of discriminating as a skilled sales 
man would 

The salesman would reserve his May I help y ou 3 for the visitor 
who showed signs of requiring assistance and w ould make no attempt 
to accost those casually passing through his department If a 
visitor stopped to inspect goods displayed in the department he 
might try to get into conversation with her bj making some interest 
mg statement about the goods— not by asking a leading question 
—and he would not even do this if he judged from the visitor s 
bearing that there was a possibility of her resenting his speaking to 
her 

Tirst impressions are always of great importance and it cannot 
be denied that the successful completion of a sale very often depends 
on the way in which the customer is first received 
A customer entering a strange shop is usually a little Reception 
nerv ous especially if her requirements are indefinite Customer* 
and a salesman with a pleasant countenance and an 
attitude of interestedness and attention can put her at her ease 
immediatelj Regular customers expect their patronage to be ap- 
preciated and the skilled salesman puts a hint of recognition into 
his welcoming smile 

The opinions of housewives who have to make shopping a dad} 
task are valuable in connection with salesmanship and it is sigmfi 
cant to note that the complaint most often heard against salesmen 
in general is that the} sen e gnidgingl} as though it was too much 
trouble In man} shops it is a common experience for customers, 
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obviously requiring attention to be kept waiting while the salesmen 
finish pnvate conversations arrange stock and perform clerical 
duties Another complaint frequently heard is that salesmen do not 
give their undivided attention to customers while serving or take 
an interest in the customer s side of the transaction and what she 
has to say but act in a mechanical and preoccupied manner With 
this sort of thing going on it can be readily understood that the 
retailer who employs skilled salesmen has a very great advantage 
over his unenlightened rivals Such salesmen can easily convey to 
the customer the impression that they are pleased to see her and 
take a close personal interest in her purchases 
It is not unknown for a customer to be kept waiting while salesmen 
argue as to who shall serve her and in order to guard against this 
it is advisable to divide the whole of the shop and 
SS»- stocks into sections of convenient size and to operate 
some system of order of service or rota in each 
section so that directly a customer presents herself the salesmen 
know whose duty it is to give her any attention she requires 
An order of service system usually gives the senior salesman 
m a section the right to serve first so that a junior does not 
come forward unless the senior is absent or already engaged with 
a customer This system should have the effect of giving the cus 
tomer the services of the most proficient salesman available in the 
section The junior salesmen may get very little practice in slack 
penods but this cannot be helped as it is undesirable for a proficient 
salesman to stand idle while a novice attends to customers It is 
however very important for the order of semonty to be consistent 
with the comparative proficiency of the salesmen and each section 
should be small embracing only a few salesmen If old hands 
of doubtful proficiency are given first pick of the customers in 
a large department in which a number of good salesmen are em 
ployed the customers may not be receiving the best attention 
available and there is bound to be jealousy and ill feeling amongst 
employees 

one Man * n some S * 10 P S salesman has his own particu 
Sections" kr section of the stock so that the question of who 
shall serve the customer is decided by the lines in 
which she is interested There are two objections to this system 
First A customer who has several purchases to make has to 
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be served by several salesmen, which is annoying to her, a waste 
of time to all concerned, and a cause of lost sales, as no one is able 
to visualize the customer’s purchases as a whole and follow up any 
sales opportunities suggested by associating them 

Second There is danger of the salesmen monopolizing their 
sections, so that no one else knows the stock, and customers cannot 
be served properly in the salesman s absence It is annoying and 
absurd for a customer to be told that the only salesman who can 
serve her is at lunch or tea, yet this happens daily in some of the 
largest stores 

In some trades, particularly furnishing and tropical outfitting, 
it is necessary for certain customers placing "general orders" cover- 
ing goods from a number of departments to be served 
by a "general ' or ‘ rover' salesman who can escort Satemen. 
them round the shop, advise them generally, and sell 
them goods from any department This "serving through" is a 
very valuable service to customers as, provided the salesman, is 
proficient, it gives them expert advice on their purchasing problem 
as a whole and they can say how much they are prepared to spend 
and let the salesman suggest the allocation of this amount and sub- 
mit the individual items for inspection None but the most profi- 
cient and reliable salesmen should be employed on such work 

If there are only a few ’rover ' salesmen, and their comparative 
proficiency and terms of employment enable an "order of service" 
system to be arranged, they can be ‘ called on ’ in order of seniority, 
but where a large number of rover salesmen of more or less equal 
ability are employed, it is advisable to give them all equal oppor 
tumties This can be done by operating a 'rota," by which the 
salesmen serve in consecutive order, according to the position of 
their names on a list 

In a typical furnishing store the salesmen sign their names on 
a "rota sheet' as they amve in the morning and the order of 
arrival governs the consecutive order of calling on ’ 
all through the day If a salesman is not available A r^ c * 
when his turn comes he misses it and the salesman 
next nn the jrota takes the customer round This method of prepar- 
ing the rota sheets makes for punctuality as the men are paid prin- 
cipally by commission and, in slack seasons, the last salesman to 
amve may wait all day without having an opportunity to serve 
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It must be admitted, however, that with the rota system there is 
sometimes a tendency in busy seasons for salesmen to hurry unim- 
portant customers in order to get back to the entrance in tune tor 
their next turn 

A system employed to regulate the order of service should never 
be permitted to overrule the customer's right to be served by the 
salesman she prefers or the salesman most qualified 
Preferences to satisfy her requirements If a customer asks tor 
a particular salesman, or requires specialist service 
which a particular salesman can give that salesman should be al- 
lowed to serve her, if he is available, irrespective of seniority or 
position on the rota Some retailers are afraid to allow their sales- 
men to build up personal connections, but this is a short-sighted 
policy, as such connections are a convenience to customers and, 
therefore constructive of business and the nsk of losing customers 
through the loss of a salesman is usually unimportant in comparison 
with the advantages to be gained Customers should not be in- 
convenienced for the sake of system, or because the retailer has 
no faith in his ability to keep his employees 
In some shops it is advisable to employ " receptionists'’ to receive 
customers and take them to the section they require, handing them 
over to the salesmen, or, alternatively, to" call on ” the 
Receptionists salesman who is next in order of service The ex- 
pression call on ’ reminds one that the receptionist 
is the modem prototype of the ‘shop walker,' the pompous indi- 
vidual who loved to show his ‘ authority' by bawling out the names 
of the salesmen and the customers’ requirements, to the embarrass- 
ment of all concerned 

The skilled receptionist's methods are very different He is un 
obtrusive and unassuming, doing his work quietly, tactfully and 
confidentially, paying close attention to the type of customer who 
likes to be valeted, but refraining from approaching a customer 
who »s likely to be embarrassed or annoyed by his offer of assistance 
He can render many little courtesies and attentions to the customers, 
and do much to make them feel welcome and at their ease 
This is not a suitable job fora novice, and the practice of employing 
juniors as receptionists or ‘guides' is not to be recommended, 
as they may prove to be nothing more than a nuisance to the 
customers and a hindrance to the salesmen Some customers, of real 
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or assumed importance feel that it is an indignity to be received 
directed or escorted by a junior 
In considering the employment of receptionists it must be re 
membered that all salesmen have to act as hosts or receptionists 
at times answering questions and directing customers to other parts 
of the shop and a skilled receptionist sets an example to the sales 
men as to how a customer should be received and directed 
It lias been pointed out that salesmanship enables sales to be 
made which would otherwise be lost This applies particularly to 
the many cases in which the customer is undecided 
whether to purchase an article or not and the sale 
depends on the salesman s ability to make the article 
appear attractive and good value for money With many articles 
there is a considerable margin between the apparent value and the 
price asked and this margin has to be covered by skilled description 
and demonstration on the part of the salesman Study of his cus 
tomer knowledge of his stock and persuasive skill will enable him 
to describe the article attractively and stress the good points about 
it that are likely to appeal to the particular customer and also to 
handle the article in a way that will enhance its apparent value and 
demonstrate its attractive features Very few salesmen are able 
to do justice to the goods they are selling either in talking about 
them or in showing them to customers and it is not unknown 
for a customer who has indignantly turned down an article at 
one shop to buy a precisely similar article at another shop where 
a skilled salesman was able to make it attractive to her 
Salesmanship is also of vital importance where the customer has 
an indefinite want instead of a definite order and the sale depends 
on the salesman s ability to visualize the customer s 
requirements and submit merchandise that will satisfy Hants'' 
her The complaint often made by customers that 
salesmen appear stupid when asked to suggest articles to be given 
as presents or to meet some other need of the customer is largely 
due to the unskilled salesman s inability to visualize the customer s 
requirements or his ignorance of the uses of his own merchandise 
The customer s reluctance to buy from an ignorant salesman is 
often a measure of self preservation She realizes that his ignorance 
is a danger to her as it might lead her to waste her money or prevent 
her getting the best value for money or the article most suited 
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to hei needs The customer has especial teason to avoid the sales 
man who has personality and some persuasive skill, but insufficient 
knowledge behind them 

An experienced shopper, making an important purchase, feels, 
nghtly enough that she is entitled to expert service, and she goes 
to the shop where the salesmen are qualified to give it 
The unskilled salesman usually looks upon his stock as finality, 
and a customer's request for a Une not in stock is regarded by him 
as a lost order unless he can sell her a substitute 
OrdMs 1 * me but unskilled attempts to sell substitutes often 
do more harm than good, as customers may think 
that inferior goods are being foisted on them, and an ignorant sales- 
man can make serious mistakes in recommending substitutes for 
lines he knows nothing about 

In many trades the variety of lines advertised to the public by 
manulacturers is lar too great for the average retailer to cany them 
all but he is in position to obtain supplies at short notice for a 
customer Offering to obtam a line specially for a customer is far 
safer than trying to sell her a substitute, although it will often be 
found that she is more willing to consider a suitable substitute 
when the salesman has first shown willingness to obtam the line she 
asks for 

In other trades, goods have to be adapted so closely to the in- 
dividual requirements of customers that the majority of the goods 
sold have to be made or obtained especially for customers as in 
the high class furnishing or men’s tailoring trades 
There need, therefore, be no limit to the variety of merchandise 
which a retailer can supply but customers will want definite and 
precise information about goods they are asked to 
without order specially and the salesman must, therefore, 
the Goods have a comprehensive knowledge of his trade and 
of merchandise which can be obtained as well as of 
merchandise which is in stock, and he must also have vision, descrip- 
tive ability, and persuasive skill The retailer or buyer has, of 
course, to play his part by supplying the salesmen with models, 
photographs, patterns, samples, and printed matter which will 
assist them in obtaining customers' orders for goods not in stock 
Organizing for special order business is dealt with in Chapter IV. 
Ignorant salesmen can also make serious mistakes in taking 
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special orders as unless the} are able to ascertain the customer’s 
exact requirements and interpret them correctly in requisitioning 
for the goods, the customer may say the goods made or obtained 
are not what she wanted and refuse to accept them This is also 
likely to happen if an idea the customer and salesman have been 
working on proves to be impracticable and the retailer may have 
to take into stock large quantities of expensive goods which are 
so individual as to be unsaleable m the general run of business It 
is, therefore, dangerous for a retailer who does not employ skilled 
salesmen to attempt special order business— a lesson some depart 
ment stores have learned from bitter experience 

The greatest scope for sales persuasion by personal salesmanship 
lies in increasing the amount spent by individual customers, either 
by inducing them to buy a larger quantity or a better 
quality than first intended or by inducing them to Ad s d ^ r '* 1 
buy additional articles This form of sales persuasion 
is only sound when it is a service to customers and is appreciated 
by them as such , therefore, a salesman practising it needs powers 
of observation and discretion as well as persuasive skill 

In some cases a salesman can point out decided advantages to 
the customer in buying a larger quantity or better quality and, 
where this can be done without embarrassing the customer, the 
practice i» sound Similarly if a salesman m serving a customer 
With an occasional requirement is able to draw her attention to 
an article which is a necessary complement to it, or in serving a 
regular customer with everyday requirements is able to remind her 
of an article she has forgotten he may save her considerable trouble 
and annoyance 

Such constructive suggestions show that the salesman is taking 
a personal interest in the customer s shopping but even this may 
be resented by some difficult customers so_that the 
skilled salesman will often refrain from making a Required* 
suggestion that would seem obvious to a novice It 
follows that a retailer who does not employ skilled salesmen must 
beware of encouraging his assistants to try to obtain additional 
sales as they may do more harm than good Some retailers tell 
all their assistants to say, * Is there anything else madam ? at 
the completion of a sale — another example of the use of system 
as a substitute for salesmanship — but even this ineffective and 
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she is prepared to go to considerable trouble and expense, and 
even the wealthiest people begrudge paying the fees of independent 
experts when they can get expert advice for nothing at any of the 
leading specialist shops 

The average chemist s salesman has to give far more advice in 
a day than many doctors do in a week, and many of them have 
a far better local reputation, possibly because the chemist’s sales 
man usually shows more sympathy with sufferers from mmor 
ailments Expert service, proved by test, gives the customer great 
confidence in a shop and she is likely to look upon its salesmen as 
her consultants in everything connected with their trade, which 
means that, so long as her confidence is not abused, her business 
is assured to the shop A reputation for expert service is a very 
valuable one to a retailer and a deciding factor in competition 
between nval shops 

It is also important to note that expert service opens the way 
to another very valuable form of sales promotion — recommendation 
by customers Salesmen with expert knowledge are 
so rare in many trades that a customer who discovers 
one looks upon him as something of a * find ’ and tells tioni 
her friends Recommendations from enthusiastic 
customers are more convincing than any form of advertising, and 
it is in this way that the most substantial form of retail goodwill 
is built up 

A reputation for expert service is far more lasting than a reputa 
tion for attractive merchandise as it attaches more closely to the 
shop, is cumulative so long as the standard of service is maintained, 
and is not seriously affected by the coming of a new competitor, 
whereas “ merchandise goodwill ' is transient and often evaporates 
on the opening of a new rival shop with fresh stock 

Where a retailer wishes to give his business a distinctive character 
by adopting some form of specialization, salesmanship may make 
all the difference between success and failure A 
specialist reputation can only be earned by specialist Specialization 
service, and unskilled salesmen cannot give specialist 
service For example, tl a chemist sets up as a " specialist m photo- 
graphic supplies his salesmen will be tested by keen photographers, 
and if they fail to pass the test the project will fail no matter how 
much may have been spent on advertising 
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A business which specializes in one particular class of merchandise 
gives great scope to the skilled salesman as he is able to master 
the range of merchandise coming within the scope of the busmes' 
and use his expert knowledge to the best advantage In the common 
place business which deals with a bewildering variety of merchandise 
and cames the products of many trades a salesman cannot acquire 
an expert knowledge of every line and where his expert knowledge 
is confined to one section of the stock only his talents are, to a 
certain extent wasted in serving from the other sections 
The retailer who specializes in high-class business must also 
have skilled salesmen as the customers must be treated with marked 
respect and discretion and the merchandise must be presented to 
the customers in a way that will convince them of its quality 
Questions of style fashion and etiquette may also have to be 
considered and this is work for the expert 
It has been pointed out that advertising and displays usually 
go only part of the way towards selling goods and the salesman 
has to complete the sales promotion work and secure 
Advertising* or ^ er Advertising presents to the potential cus 
tomer bnel descriptions and rough illustrations of 
merchandise Owing to limitations of space and reproduction these 
descriptions may not do justice to the merchandise but if the ad 
vertisements are skilfully produced they should arrest the reader 5 
attention arouse her interest and set her thinking about the offer 
and the merchandise The advertising makes a suggestion to her — 
that she should purchase use eat or dnnk certain goods — and if 
she thinks about this seriously her thoughts are likely to crystallize 
into certain questions and possibly certain objections 

The advertisement itself is not likely to answer these questions 
and objections — it is impossible for an advertiser to foresee all the 
questions which will anse in the minds of readers — and although 
window and interior displays of the goods may increase the potential 
customers interest in them they will not give her the information 
she requires 

Answering Her interest m the goods will not be turned into 
Q““Uons and an order unless and until she obtains satisfactory 
10 answers to her questions and objections and she goes 
to the salesman foe these If be vs proficient he will be able to 
answer her questions precisely and convincingly to counter her 
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objections tactfully and to present the goods to her m a far more 
attractive manner than they were presented in the advertisements 
and displays and so secure her order 

On the other hand if the salesman knows nothing about the 
advertisements and very little about the goods advertised — a 
lamentable state of affairs which is by no means uncommon — the 
customer s interest is bkely to evaporate and the order will then 
be lost The customer cannot be expected to be enthusiastic 
about advertised lines unless the salesman who sells them appears 
enthusiastic 

Advertisements must be bnef and must generalize — appealing to 
the ‘majority — so that, however effective an advertisement may 
be, there are usually many potential customers to 
whom it does not appeal For example, customers Advertising 
may have noticed that a shop is advertising a new 
silk material and showing it in the windows, but have * 

taken no interest m it yet when a salesman draws the attention 
of one of these customers to the material and tells her how she can 
use it, the offer takes a definite shape, and becomes interesting to her 
An advertisement may suggest a dozen ways in which art article 
might be used and yet omit the only one that would make it 
attractive to many people sothatitdoesnot strike home to them 
In short, when advertising appeals to the majority of people, the 
salesman must look after the minority 

There is the further point that advertising often meets the poten 
tial customers at inappropriate tunes so that an offer which greatly 
interests a reader may be forgotten almost immediately afterwards 
in the pressure of her affairs Window and counter displays may 
remind her of the goods and their pnces but not of the points in 
favour of them and a personal reminder by a salesman is therefore 
far more effective 

Many people neither read nor trust advertisements and yet have 
considerable spending power and are likely to be attracted by the 
advertised goods as presented by a skilled salesman 

The skilled salesman takes current advertising as his cue in in 
troducing lines to customers showing the advertised lines and talk 
ing about them to customers likely to be interested In this way 
he profits by any good impression the advertising has made on 
the individual customers He does not know whether his customers 
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satisfactory, but really to look for further sales opportunities 
Such "courtesy calls' are appreciated by customers, and may be of 
great assistance to people who have not yet completed 
u°^SiJes* the furnishing of their homes and are glad to have , 
expert advice which may consistently take the form 
of the recommendation of additional purchases Orders obtained 
in this way may amount to considerably more than the original 
purchase and once the salesman has become adviser on furnishing’ 
to the customer he is likely to be consulted when any further pur- 
chases are contemplated This work also leads to introductions to 
other members of the customer s family 
Salesmen in the furnishing household appliance, wireless, musical 
instrument, motor, or other trades may also be sent to follow up 
showroom inquiries or demonstrations which have not 
F °Inqmries UI> been brought to a successful conclusion Many articles 
can be demonstrated much more effectively at the 
customer’s home than at the showrooms, and the demonstration 
is more helpful and convincing to the customer as she can see the 
article under the conditions in which it would be used by her 
Customers cannot always be expected to purchase an expensive 
article on first seeing it but if they are obviously interested, the 
demonstration should be followed up almost immediately, while 
they are still considering the purchase Intending purchasers are 
sometimes surprised to find that they can inspect pianos or motor- 
cars, for example, at a dozen showrooms without being asked for 
their names and addresses and that when they volunteer this 
information they do not hear from the salesman, except perhaps 
for a circular or two The explanation is either that the salesmen 
they meet are inefficient or that the salesmen are not allowed to 
follow up inquiries in person, owing to shortsightedness on the part 
of their employers 

Where the retailer has a record of his customers and their pur- 
chases, as in the case of "account’ customers, he can send sales 
men to investigate closed accounts, 1 e cases in. which 
""gg-i customers have not made purchases for some time. 
Accounts with no apparent reason Closed accounts mean lost 
customers, but they may not be irrecoverable, and 
a visit from a skilled salesman mav be Abe means of reqoemng an 
account He should at least be able to find out what has happened. 
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The danger of a closed account is that the customer may have 
been dissatisfied with the retailer s goods or service and may have 
ceased to deal with him instead of making a complaint in which 
case she may be nursing a grievance and telling her friends of 
the retailer s shortcomings The salesman s visit may lead to a 
reconciliation and also draw attention to some fault m service or 
merchandise which should be remedied 
Sometimes customers cease to deal at a shop because they feel 
that their patronage is not appreciated and the salesman s visit 
will prove to them that this is not the case Recovering a lost 
customer is as good as gaming a new one if not better 

A retailer who holds important local agencies for proprietary 
articles such as vacuum cleaners lawn mowers and refrigerators 
which are extensively advertised by the manufac 
turers may send his salesmen out to canvass from S sdbn(f T 
house to house in order to compete with salesmen 
representing manufacturers who sell directly to the public Such 
sales are valuable and the salesman representing a well known 
local shop has a great advantage over a stranger to the district 
provided he is equally proficient at selling and demonstrating 
It is advisable for the ground to be prepared for the salesmen 
by sending literature through the post a day or two in advance 
of their visit 

Where a retailer selling mainly for cash has been sending sale 
catalogues ~nd other printed matter regularly to a large number 
of local residents he may find himself in the position 
of having an uneconomically large mailing list but 
of being unable to classify the names and addresses List 
with a view to eliminating the least promising In 
these circumstances salesmen may be sent to call on the people 
whose names are on the list to offer them some special line and 
incidentally to find out whether they are customers and if not 
whether they take any interest m the printed matter sent them by 
the retailer 

This is valuable research work as it is a test of the ground 
and also of the retailers direct mad advertising and may bnng 
constructive criticism It adds a personal touch to any impression 
made by the advertising and if the hue the salesmen are carrying 
is attractive good business should result 
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It is important to note that salesmen selling non perishable goods 
from house to house — as distinct from calling for orders for later 
delivery — must have hawkers licences 
Canvassing by salesmen need not occasion the employment of 
additional staff as it can often be done by tl e inside men during 
the quiet periods of the day or in slack seasons Most 
Work for ambitious salesmen would rather be out after business 
Per ods (and commission) than standing idle in the shop 

It goes without saying that only proficient and 
reliable salesmen should be employed on outside work as they 
will be going into people s houses as representatives of the retailer 
and will be working without immediate supervision An unskilled 
salesman can easily make a fool of himself and give a bad impression 
of his shop in canvassing 

Some employers are reluctant to let even expert salesmen visit 
customers for fear that they will waste time but there is an effective 
check on them — sales and particularly comparative sales where 
a number of men are employed The amount of time a salesman 
spends on outside calls must be considered in relation to the number 
and value of the orders he brings back with him and the importance 
of the new customers he is able to introduce to the shop 
However careful a retailer may be in selecting merchandise and 
organizing the service of customers there are bound to be occasions 
on which a customer is disappointed or dissatisfied 
anda'amu wlth the goods or service she has received and may 
make a complaint or claim Bad salesmanship itself 
is the cause of many complaints including those of goods not being 
as ordered incorrect quantities supplied overcharging wrong 
change forgotten orders incivility and inattention to mention 
only a few Complaints of goods being unsatisfactory may be due 
to salesmen selling the customers goods unsuitable for their purposes 
and complaints of late delivery may be due to salesmen making 
rash promises 

An ambitious retailer who neglects the human element is sure 
to have trouble with complaints Comprehensive service and ex 
tensive advertising always bring more complaints than simple 
unassuming cash and carry retailing as customers expect more 
of the shop and a far higher standard of salesmanship is required 
If the salesmen are unable or unwilling to live up to the advertising 
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disappointments and dissatisfactions on the part of customers are 
bound to result Only a small proportion of these disappointments 
and dissatisfactions may be brought to the notice of the retailer 
and his staff m the form of complaints or claims by customers, but 
this is a disadvantage rather than an advantage, as the customer’s 
alternative to complaining may be to transfer her patronage to 
another shop 

The customer who complains gives the retailer a chance to apolo 
gize and put matters nght, if he can and so retain her custom 
She also warns him of a defect in his merchandise 
or service and this may save him the loss of other Complaints 
customers On the other hand, the customer who welcomed 
withdraws her patronage without comment leaves 
the retailer ignorant of his shortcomings and as, instead of telling 
him, she is likely to tell his rivals and her friends she becomes a 
hidden danger to him 

It is therefore, far better for the customer to make a complaint 
than to nurse a grievance, but there is of course, still danger of 
her custom being lost Her complaint is usually made to the 
salesman who served her, and a satisfactory settlement of the 
matter largely depends upon the wav in which he receives her 
complaint 

Proficient salesmen fully appreciate the importance of complaints, 
and can be relied on to receive the complaining customer courteously, 
to take a sympathetic and friendly view of her troubles, to give her 
a ready and sincere apology for any mistake, and to put matters 
right as quickly and as pleasantly as possible within the limits 
of their authority, of course 

Unskilled salesmen, however, are prone to look upon the com 
plaining customer as a nuisance to receive her in an antagonistic 
manner, to belittle her troubles to make absurd excuses, and to 
try to browbeat the customer into withdrawing the complaint, 
especially if they are primarily responsible for her dissatisfaction 
Even if they are authorized to exchange defective goods they may 
do so in such an ungracious manner that the customer is annoyed 
or humiliated and her patronage lost 

Good salesmanship not only means fewer avoidable complaints, 
but the more amicable settlement of unavoidable complaints and, 
therefore, fewer lost customers 
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The retailer must of course assist towards the prompt settlement 
of complaints by having a definite policy and defining the authority 
of the salesmen and others in regard to them He 
Policy may give instructions for all complaints to be referred 
ComptorX to him or to the departmental managers or buyers 
or he may give the salesmen authority to settle com 
plaints personally with cert am reservations Speed of settlement 
is a very important factor in deciding who shall deal with complaints 
as a customer s grievance usually magnifies all the time it remains 
unsettled and if she is made to wait for a decision or to repeat 
her complaint to several different people she is likely to become 
annoyed and difficult to placate A customer s request for goods 
to be exchanged may develop into a demand for her money back 
and a request for goods to be altered may develop into a cancellation 
of the order 

There is therefore much to be said for giving senior salesmen 
authonty to grant reasonable requests which do not occasion any 
trouble or sacrifice for the retailer — such as the ex 
The change of goods returned in new condition Requests 
Salesman s , f , 

Authority which are unreasonable or may involve the retailer 
in loss should be referred to a superior by the salesman 
as an unreasonable customer may make more and more unreasonable 
demands if her requests are granted without hesitation and where 
a retailer has to make a sacrifice it is advisable for him or his manager 
to go into the matter— or at least have an opportunity of doing so — 
before he is committed to a loss 

The question of how much responsibility a retailer should take 
in connection with the goods he sells is a very important one to 
Retailer 5 ** decided m order to be prepared for complaints 

Responsibility of defects bad condition or unsatisfactory wear of 
Merchandise merc * iandlse Some retailers interviewing complain 
mg customers themselves will adopt a not my fault 
attitude and say that the best they can do is to refer the matter 
to the suppliers This is the cause of many lost customers 
because a customer naturally feels that if a retailer will not take 
responsibility for the goods he sells it is not safe to deal with him 
It is very important therefore for a retailer to leave the suppliers 
out ot the mattes until ha has settled with his customer and to 
take the complaint up with them afterwards 
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Suppliers arc influenced to a great extent by the way m which a 
retailer refers complaints to them If he passes all and sundry 
complaints on to them in a disinterested manner they arc not 
likely to take his goodwill with his customers into consideration 
in giving their decision but if he uses bis own judgment and only 
refers to them complaints which he has considered serious enough 
to justify immediate settlement with the customer, they can hardly 
quarrel with lus decisions 

In dealing with customers claims for replacement it is important 
to remember that the amount at stake is not the cost of the .article 
to be given m replacement, but the value of the customers patron 
age In refusing to replace an article costing him is a retailer 
may lose a customer whose business brings him £100 a year in gross 
profit 

Although it might be possible in some eases to persuade customers 
to keep goods they have complained of, this practice should be 
avoided, as the goods will be a lasting reminder to the customer of 
the retailer's failure to satisfy her 



CHAPTER XII 

STAFF CONTROL 

In planning the arrangements for the selection training and general 
control of his staff the retailer is organizing tl e personal element 
of his business— one of the most vital factors 
The part which salesmen may play in building up a retail business 
has been outlined in the preceding chapter and it will be understood 
that clerical and manual workers may also be business builders 
Cashiers clerks workroom hands and dispatch porters and drivers 
are all engaged either directly or indirectly in giving service to cus 
tomers and many of them come into personal contact with the 
customers 

The retailers object therefore is to build up and maintain a 
team of efficient enthusiastic loyal intelligent and hard working 
employees which will be sufficient in number and 
th« g Perjonai ability to give his customers the service he has under 
Element taken to provide It must however be borne m mind 
that salaries wages and commissions are usually 
the heaviest item on the retailer s expenses account so that the 
staff costs must be watched closely and continually There should 
be economy with efficiency 

In a small business the proprietor usually deals with staff control 
personally and can be expected to see that there is uo extravagance 
but 1 e cannot always be expected to obtain value for his money 
There is an extraordinary difference in the amount of work which 
different employers can get out of the same employees m return 
for the same wages This is not a matter of bullying and blustering 
— as quite a number of retailers imagine — but of leadership and 
inspiration Some employers bring out the best in an employee 
others bring out the worst in him 

In a big establishment the staff costs must be controlled by 
means of targets and sanctions A certain sum will be provided 
for this item in budgeting for an ensuing year and will be allocated 
to the various sections or departments of the business according 
to their requirements and the policy of the management It is 
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obvious that in a business with many departments it is impossible 
to give the departmental managers a free hand to employ as many 
assistants as they like or to pay them what they like 
Managers naturally desire to have as many assistants StafI Con 
as they can and there is a strong tendency for staffs Sanctions 
to increase beyond the economic level Ambitious 
workers expect to pass their duties to assistants and to enjoy a 
steadily increasing salary but there may be no increase in their 
sales or usefulness to justify this 

The principals must therefore keep a tight rein on the staff 
costs and arrange for a continual check on commitments Ration 
ing of staff commitments is even more important than rationing 
of commitments for purchases because staff commitments are 
recurring An unnecessary appointment or an unjustifiable increase 
in salary represents a loss of so much money per week until it is 
stopped and dismissals and reductions in salary are unpleasant 
and injurious to staff moral and goodwill 

It is possible to give each departmental manager a sanction 
of so much per week or per annum for expenses and keep him 
within this limit but most of the larger firms now go further and 
make staff management a separate function in their orgamza 
tion appointing a staff manager to supervise the employment 
recruiting and training of all the employees 
The staff manager watches the labour market and acts as a 
recruiting sergeant for the house He may be said to deal 
in salesmen and clerical and manual workers hiring 
them and providing them to the departments just The^Staff 
as the advertising manager provides the departments Work 
with publicity and the display manager provides them 
with display s In all cases these services are provided in accordance 
with the targets and allocations fixed by the management 
The staff manager does not have to decide the number and cost 
of the staff to be employed in each department — the management 
decides this and instructs both the staff manager and the depart 
mental managers concerned — but he has to see that the manage 
incut s xn^tradtions are ad'nerei to and me tns sWfi to sec-are fne 
best value for money m the staff of every department Apart from 
acting as a watchdog of the Treasury he has to justify his own 
employment by giving efficient service to the departments 
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retail management 


The chief advantages of establishing a separate staff department 
may be summarized as follows (i) the work of staff selection and 
supervision is centralized in one office to which all 
^Having staff matters may be referred (2) the departmental 
Stafi managers are relieved of the detail work of staff 
Department recnu £ in g correspondence in connection with past 

present or prospective employees (3) the number of persons em 
ployed in the vanous departments and the wages paid them may 
be kept within limits prescribed by the management (4) the employ 
ment of temporary assistants or of a floating staff to give tern 
porary assistance in various departments is facilitated {5} depart 
mental managers can be prevented from competing with one another 
for desirable employees (6) where desirable rates of remuneration 
and conditions of employment may be made uniform throughout 
the house (7) employees who are dissatisfied with their conditions 
of employment or wish to transfer to another department may 
appeal to the staff manager and need not therefore be lost to 
the house (8) the staff department can make a close study of the 
labour market and anange channels for the regular supply of em 
ployees particularly beginners (9) the training and commercial 
education of the employees are more easily organized and the per 
sonne! of the staff department may include one or more instructors 
qualified to give expert advice and tuition (10) the staff department 
can organize staff welfare and sports and social events catering 
for the whole body of employees {11) the staff manager may repre 
sent the house in negotiations with employers associations and 
trade unions 


The above summary gives some idea of the scope of the staff 
department s work In a large establishment there is sufficient to 
keep a manager and several assistants fully occupied 
SC Suff°* 011 control but in shops of medium size the 
Department function of staff control is often performed by an 
executive with other duties e g by the secretary of 
a private company where there is not a great volume of secretarial 
work 


The staff manager is usually in very close touch with the pnn 
cipals and can appreciate the aims and problems of the business 
as a whole much better than the average departmental manager 
while specialization in staff control work should give him a keen 
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sense of values m men and women and ability to get the best 
out of them 

It is important however that the establishment of a separate 
staff department should not mean sacrificing the benefit of the 
ability to select and tram employees which many 
departmental managers possess The staff manager Relations 
1 . , , , . . , , with other 

cannot be expected to have an intimate knowledge Departments 
of all departments the details of their work their 
peculiar p oblems and the precise qualifications which recruits for 
specialist departments should have and it is therefore necessary 
for him to work in close co operation with the departmental mana 
gers It may be helpful to give a few illustrations from a typical 
department store showing the relations between the staff manager 
and the departmental managers 

If for example a departmental manager considers that he needs 
an additional salesman he will ask the staff manager to get him 
one giving particulars as to the age experience „ 

, e . 0 r , . . , _ , Requisitions 

qualifications and rate of wages and commission he (or 
has in mind for the new salesman The staff manager Ad ^'® nal 
will discreetly ascertain whether the departmental 
manager m question is entitled to add another salesman to his 
staff He can do this by comparing the number and cost of em 
ployees on the wages list with the number and cost sanctioned 
for the department 

If he finds that the departmental manager has no margin of 
sanction to cover the suggested additional expense he will ask the 
departmental manager to see the managing director about the 
matter and the departmental manager will have to sell the 
managing director the idea of having an additional salesman ui 
the particular department A departmental manager must of 
course make out a good case for exceeding the sanction allocated 
to him for example that there has been a big increase in the 
turnover of the department since the sanction was fixed 
When the departmental manager s nght to an additional 
salesman has been established the staff manager 
advertises the vacancy in the Press and notifies any vacancy 
employment agencies with which he is in contact 
so as to get the full benefit of the labour market and draw a 
number of applications 


IT— (6l}6) 
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The applicants are interviewed in the first place by the staff 
manager who weeds, them out, selecting the most promising 
and sending them to the departmental manager for him to make 
the final selection The departmental manager has the final choice 
and the staff manager has to go on sending him applicants until 
he is satisfied The staff manager therefore acts as an ‘ employment 
agent for the departments but the effect of thi$ is that the 
departmental managers cannot engage anyone who has not first 
passed the scrutiny of the staff manager, who ha$ to consider 
whether an applicant is a desirable employee from the viewpoint 
of the principals 

When a departmental manager wishes to increase the rate of 
an assistant s remuneration he consults the staff manager before 
making any promise to the assistant The staff 
IiMrems manager will consider whether the sanction for the 
particular department will permit of the increase, 
and whether the suggested new rate of remuneration is consistent 
with the general policy of the house An unjustifiable increase is 
likely to bnng a flood of unjustifiable demands for increases from 
all departments, and as a departmental manager is not likely to 
concern himself with the repercussions m other departments of the 
increases he secures for his assistants the staff manager has to 
give special consideration to this point 
If the staff manager cannot be persuaded to sanction the increase, 
the departmental manager may appeal to the managing director, 
but he will have to make out a good case for his assistant 
When a departmental manager wishes to dispense with the ser- 
vices of an assistant he consults the staff manager before taking 
any action The staff manager has to consider whether 
Dismissals the trouble is due to the assistant to the manager, 
to a clash of personalities or to circumstances peculiar 
to the department He is not likely to try to persuade a depart- 
mental manager to keep an assistant the departmental manager has 
objected to but ll he thinks the assistant is still a desirable employee, 
he may try to find him employment in some other department 
Applications for extra holidays special leave, payment for over- 
time, and any other grant or allowance of time or money, must 
also be referred to the staff manager for his approval as important 
questions of house policy may be involved 
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Some departmental managers do not like to have to consult a 
staff manager before making engagements or dismissals, or giving 
increases, holidays or overtime but the majority of 
them would rather not take full responsibility for 
decisions on staff matters Their authority is sus- 
tained by the fact that recommendations must be originated by 
them, but there is some advantage m being able to tell a disgruntled 
assistant that a decision against him has been made by a central 
authority 

The attitude of the departmental managers naturally depends 
to a very large extent on the W3y in which the staff manager dis 
charges his duties If he has an attractive personality and works 
tactfully and discreetly they will look upon him as a useful friend, 
and realize that his service saves them a great deal of trouble and 
some embarrassment, but if he is bumptious and arrogant (failings 
by no means unknown in staff managers) he will be looked upon 
as an unnecessary obstruction 

The supply and demand for retail assistants of all kinds are greatly 
affected by general trade conditions When trade is good there are 
not enough of either experienced men or beginners 
to go round, and when trade is bad there appear T1 M^£et' ur 
to be far too many of both Hence the small shop- 
keeper s complaint that when he wants assistants there are none 
to be had, and when he does not want them he is besieged by 
applicants for employment 

The problem is, however, common to all retailers, and the staff 
managers of big stores may be turning away proficient salesmen 
one month and having to ‘make do with quite unpromising re- 
cruits in a few months time It follows that the time to get m 
touch with desirable employees is during periods of depression, even 
if they cannot be engaged then and the system of recruiting should 
provide for this 

A retailer or staff manager should look upon himself as a "col- 
lector of proficient assistants and promising novices and always 
be ready to make the acquaintance of one, even if 
there is no existing vacancy In many big establish- “ CoMw tiHC ” 
ments applications for employment are received all Employed 
day long in periods of depression, most of the appli- 
cants presenting themselves at the staff entrances The time-keepers 
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or other officials on duty at the doors are notified of all vacancies, 
and they can therefore pass any promising candidates through 
to the staff manager but if there are no vacancies, applicants may 
be turned away curtly In this way, the house loses opportunities 
of getting into touch with men and women who may be most valu- 
able at some time w the future 

It is a far better plm to give all applicants a form similar to that 
on page 247 to fill up thereby placing their names and addresses and 
qualifications on record and enabling them to be 
“tssr “ u «> up at any time in the future if there is an 
opening for which they may be suitable This form 
provides a space in which the person interviewing the applicants 
may record Ins observations regarding their appearance and bear- 
ing If the applicants are made to fill up the form while waiting 
for the interview it will save the time usually taken up in asking 
questions and making notes, and enable the person interviewing 
them to concentrate on his study of their characteristics 
It is only necessary to keep the forms of those applicants who 
appear to be desirable employees and these, may be filed away 
in a waiting list folder in alphabetical order under 
W tut ng the name of tbe J ob or department to which the em- 
ployee is most suited 

Written applications from would be employees which sound 
promising may also be filed in this waiting list In many cases, 
such applications do not give essential information and it is then 
advisable to send the wnter an Application Form to fill up It 
is a good plan to make all new emplojees fill up an Application 
Form so that full particulars of them are available for the staff 
records 

The operation of a waiting list not only enables vacancies to 
be filled more satisfactorily it also enables them to be filled more 
quickly as the staff manager knows where to find eligible men 
Applicants may of course, have obtained employment elsewhere 
m the meantime but wilt usually be willing to consider making 
a change 

When a vacancy occurs for which there is no suitable applicant on 
the waiting list, or which is too important to fill without taking 
advantage of the 'labour market * it is advisable to give it the 
fuffest publicity in the Press The most proficient salesmen, for 
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example ate rarely out of work and they do not frequent either 
public or private employment exchanges practically the only way 
to reach them therefore is through the morning or 
A for*stafl ' t evening newspapers It is important to bear in mind 
however that such salesmen are unlikely to answer 
an advertisement in which the employer s identity is concealed 
under a box number A box number address suggests that the 
advertiser is of little importance or has something to conceal and 
there ts the further point that salesmen in employment may be 
afraid to wnte to a box number in case the advertisement has been 
inserted by their present employer 
The vacancy should be fully described m the advertisement and 
the qualifications expected of the applicant should be set out in 
full Vague advertisements couched in flowery language often appeal 
to the wrong type of person altogether and so waste the time of 
Candidates and advertiser alike 

Where appearance is of great importance applicants may be 
asked to send in a recent photograph or snapshot which will be 
a great help in selecting the candidates to be interviewed Such 
enclosures should be returned and it is always worth while to wnte 
a courteous letteT to unsuccessful applicants as this creates a 
certain amount of goodwill and all public goodwill is helpful to 
a retailer 

In order to regularize the engagement of new employees and 
prevent misunderstandings it is advisable to make every engage 
ment the subject of a memorandum which can be 
Memorandum signed by both the new employee and the person 
Engagement engaging him A suitable form for this purpose is 
illustrated on page 249 It is a good plan to have 
these forms printed in triplicate books The top copy signed by 
the staff manager and the new employee and duly stamped will 
constitute an agreement and may be passed to the counting house 
as a notification of the appointment and authority to pay the wages 
and commissions agreed upon The second copy may be given to 
the new employee as written confirmation of his engagement This 
gives a considerable amount of satisfaction to newcomers and there 
fore makes for goodwill It also helps to prevent controversies 
The third copy may be kept in the book in the staff department 
where ft will be available for reference 
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MEMORANDUM OF STAFF ENGAGEMENT 


MEMORANDUM OF ENGAGEMENT 

Made 4lh March 1931 

Arthur Henry Hams of 364 Trtmvale Road 
Weslerton is hereby engaged by RETAILERS 
LIMITED, General Drapers, of 1374 Regent Street 
London, Wi, as * Salesman and General Assistant 
in their*. Soft Furnishing Department and 

wherever else his services may be required by them 
commencing on Monday 9th March 1931 and 
continuing from week to week subject to termina 
tion at any time by seven days’ notice given in 
writing on either -Side In consideration for such ser 
vices he is to receive a wage of Five pounds per week 
(£5 p w ) and a commission at the rate of one 
per centum (1%) on all sales made by him and 
accepted hy RETAILERS LIMITED during the period 
of his engagement 

For and on behalf of RETAILERS LIMITED 

WtUiam Ford 

StaS Manager 


I hereby accept engagement on the above terms and 
conditions 


A H Harris 
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In order to enable lull particulars of any employee, and his record, 
to be found at short notice, it is advisable to keep a "staff record" 
in card index form, with a separate card for each 
Record employee A suitable ruling for such cards is shown 
in the illustration on page 251, and it will be seen 
that this card not only gives a history of the employee's service with 
the house, but also particulars of all commendations or reprimands 
and reports made by his managers In the case illustrated, the 
staff manager has obtained a special report on the boy's behaviour 
once a year — a very necessary proceeding in the case of juniors 
In big establishments it is advisable to hold yearly or half-yearly 
revisions of the staff lists, by a committee consisting of, say, the 
managuig director, the staff manager, and the man- 
ager of the department under consideration At such 
revisions, the position and progress of each employee 
can be considered in turn, and questions of promotion, salary in- 
creases, training, transfers, and dismissals can be decided Unless 
this is done, there is danger in a large organization of promising 
employees being overlooked and neglected, and their talents wasted 
in a job they have outgrown 

In the case of senior salesmen the acid test is that of results, 
and especially of comparative results as between a number of sales- 
men with equal opportunities The " Salesmen’s Costs 
Mesmfn an< ^ Results Summary,” on page 252, shows the com- 
by Results parative figures for a number of senior salesmen 
"serving through ’ the departments of a furnishing 
store The target cost of salesmen in this case is 2j per cent of 
sales or, the other way round the target for a salesman’s turnover 
is £40 for every £1 he costs The illustration gives a practical 
example of the "sliding scale’ commission system, the commission 
being calculated as follows — 

4 per cent on first £10,000 of sales , 

1 per cent on second £10 000 of sales , and 

2 per cent on all sales over £20,000 

Most retailers consider it advantageous to pay their salesmen 
a commission, which may be an important factor in sales promo- 
tion, but there is a great diversity of practice in regard to the 
method of calculation In some cases the whole or major part of 
the salesmen s remuneration is by way of commission, so that they 
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are practically "paid by results, whereas in other cases a very 
small commission is paid in addition to a full wage the commission 
being intended merely to induce the salesmen to take 
an interest m their sales turnover Remuneration 

The commission scheme should be designed to suit Salesmen 
the type of salesmen employ ed and the conditions 
under which they will work, and it is worth while for a retailer or 
staff manager to devote considerable thought to the relative merits of 
different schemes and their possible effects in his particular business 
Payment by results may have its attractions from the economical 
viewpoint, but it does not make for harmonious working Salesmen 
paid wholly or mainly by way of commission are, 
to all intents and purposes ‘in business for them b^Resu'tT" 
selves,’’ and may be expected to compete with one 
another for opportunities, to press for immediate sales at nsk of 
losing customers, to go against the policy of the house if it prejudices 
their earning power, to oppose discipline or organization in order 
to secure freedom of action, and to shirk any duties which are 
non selling and, therefore non productive from their point of view 
Schemes of a competitive or ' money grabbing ’ nature bring 
out the worst characteristics in a salesman There is the further 
point that salesmen “paid by results ’ are likely to desert the house 
if any circumstance arises which is likely to reduce their opportuni- 
ties, such as new competition, rebuilding fire, curtailment of ad- 
vertising, or local depression in trade 
It is important to note that commission or any form of extra 
payment is not an equal incentive to all salesmen, and does not 
always make its strongest appeal to the best type of 
employee A scheme which appeals to the proficient Cor ^ n ^ l0n 
salesmen may be above the heads of the backward incentive 
ones, while a scheme which serves to ‘ginger up 
the backward ones may not attract the proficient ones 
In considering any scheme of American or Continental invention, 
it must be borne in muid that avarice is not a characteristic of 
the average Bnton, and there is a very strong tendency for our 
people to begin to “take it easy" when their income reaches a level 
at which they can live in comfort After this, they may be attracted 
by "easy money," but not by a proportionate addition to earnings 
m return for increased effort 
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A “sliding scale” commission scheme meets this difficulty to a 
certain extent, as the salesman earns a higher rate of commission 
when he passes certain targets, and the targets may 
" Sliding; be so fixed as to make this higher commission the 
CotMiuAwna reward of extra effort 

A retailer who pays his salesmen a fair living wage, 
plus 3d in the £ commission, and finds their sales to be between 
£150 and £200 a month in all cases, may be able to offer double 
commission (6d m the £) on all sales in excess of £200 in any 
month This offer should be a gTeat incentive to proficient salesmen, 
and will cost the retailer nothing unless the normal limit of sales 
is exceeded, when he will only pay the double commission on the 
extra sales above the normal limit 

Some retailers only pay commission on sales made in excess of 
a target which is fixed according to the wages rate of the salesmen 
If they target for a salesman’s cost of 5 per cent of 
sa ' es - a 1113,1 £4 a week have a sales target 

Salesmen, of £80 a week When he reaches that figure he will 
have covered his wages cost and they can afford to 
pay him up to 5 per cent commission on any additional sales he makes 
Where any target scheme is in operation precautions must be 
taken to guard against salesmen who cannot reach their target 
passing sales to salesmen who can do so, a common form of collusion 
It is advisable to make the periods as short as possible, setting weekly 
or monthly targets so that backward salesmen are not so likely 
to become disheartened as they are with quarterly or annual targets 
Weekly targets give the backward salesman plenty of opportunities 
to make a fresh start and try agam whereas if he has to work for 
months with a hopeless defiat, he is apt to lose all interest m the 
scheme 

In some trades, salesmen are given ‘ premiums, 1 e extra com- 
missions on certain lines, in order to encourage them to sell those 
lines in preference to others Unfortunately, pre- 
Coi^Swions nuums are often offered to induce salesmen to " push " 
stale or out-of-date stock, or to recommend unknown 
lines showing a big profit instead of well known proprietary brands 
In these circumstances, premiums’ are evidence of short-sighted 
ness on the retailer s part, and the effects may be damaging to his 
goodwill Premium-giving is only sound when it is safe— when there 



STAFT CONTROL 255 

is no danger of customers being suspicious of the salesman’s recom 
mendation or disappointed by the premium goods 
It should never be forgotten that a commission scheme is only 
an incentive to greater effort It cannot turn an ignorant or incom 
petent assistant into a proficient salesman Unless 
the salesmen are proficient, a powerful incentive to Commission 
greater effort may do more harm than good as it Do^oOdake 
may lead to customers being pestered and driven Salesmen 
away, or sold goods that they do not want 
In the preceding chapter it has been pointed out that the three 
chief factors in building up a force of proficient salesmen are careful 
selection, proper training, and inspiring leadership 
Careful selection is the first essential in building up a foree of 
salesmen, because the retailer is here appointing representatives 
to deal with his customers on his behalf and per 
sonality must therefore be the first consideration s^esmen 
Salesmanship is often described as a natural gift 
which cannot be acquired, but this must not be construed to mean 
that salesmanship is a rare quality with which only a few people 
are gifted, or that good salesmen are bom ‘ ready made ’ The 
gift of salesmanship is a natural one, which is found in people of all 
ages, all professions, and all classes It is merely the power to appre 
ciate the feelings of other people and gam their confidence as the 
result of adopting a helpful, sympathetic, or kindly attitude towards 
them the power to see the best in things and develop a contagious 
enthusiasm for them 

The so-called "bom ' salesman, who meets and mixes with all 
classes and ages of men, women, and children with an easy grace, 
handles and speaks of his goods with a genuine 
boyish enthusiasm, and always seems optimistic. Aptitude 
observant, and energetic, is not an abnormal indi- Salesmanship, 
vidual, but the most natural of men. His character 
and personal efficiency are not spoilt by such common failings as 
ill health bad habits, irritability, affectation, or bashfulness It is, 
therefore, a first principle, in selecting salesmen, to ' beware of the 
abnormal.” and watch for failings which would make a man* 
unsuitable for sales work 

* The masculine gender is used throughout this chapter for the sake of 
simplicity but the recommendations apply equally well to saleswomen 
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Retail selling is a severe test of health, and physical fitness is, 
therefore, a very important consideration in selecting staff The 
salesman spends long hours in an atmosphere that 
Frtwss' ma y ** dose an<i enervating, working at high pressure 
during busy periods and standing about during slack 
periods with little or no change of surroundings from year to year 
A person must be physically sound to stand the test, and any break 
down in health must have its effect upon the mind and temper 
111 health, or even tiredness, robs the salesman of the vitality and 
enthusiasm so essential to his work It takes away the optimistic 
spirit that should enable him to see a sale in every inquiry, and 
also the powers of patience and perseverance that must be exercised 
in order to turn the inquiry into a sale It also spoils his personal 
appearance, taking away that fresh, clean, or smart appearance 
that is so attractive to customers 
Some of the larger department stores will not engage any applicant 
unless he has been passed by their doctor as physically fit, and 
the doctor's veto is allowed to overrule any points of experience 
or knowledge which might make the applicant a desirable employee 
This protects the general health and moral of the staff from the 
introduction of persons suffering from contagious or infectious 
diseases, or from persons who show the effects of 
objectionable habits, and the value of this medical 
Examination, examination is proved by the large number of appli- 
cants “ turned down," and the senous nature of some 
of the objections made to them Even the small retailer can make 
arrangements for prospective employees to be examined by his 
doctor for a reasonable fee, and he will find this a good investment, 
as it will safeguard the general health and moral of his staff, 
reduce the amount of ‘ lost time' through illness, and reduce the 
number of failures amongst trainees to a very considerable extent 
It is not sufficient to ask the applicant to produce a medical certifi- 
cate from his own doctor, as the applicant s doctor may not appre 
ciate the purpose of the test, and may be inclined to give his patient 
the benefit of the doubt, m order to assist him to obtain employment 
The retailer who does not wish to employ medical assistance must 
rely upon his own observations and questioning in interviewing 
the applicant — a very poor altecoaljiv* — h/i sh/si&i wiA •yfe.ikwfc. 
the consideration of physical fitness, as a great deal of time and 
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money may be wasted in training employees who afterwards fail 
through unfitness 

ImtabiUty obviously makes a person unsuited to retail selling 
but this is more the result of a condition than a condition in itself 
and can usually be attributed to ill health or some 
physical defect such as deafness in which case it Irritability 
will be discovered by a test of fitness 
One does however encounter people who are physically fit but 
are obsessed by some mental condition that makes them irritable or 
intolerant of others People with a religious or political mama 
or a jealous or embittered outlook on life are unable to give their 
undivided or unbiased attention and thought to their work and 
in view of the damage such people cair do to a retailer s goodwill 
he must take precautions to exclude them from his staff It is 
usually quite easy to discover their weaknesses at an interview 
provided one is on the look out for them 

Airs and graces on the part of a salesman are annoying to a 
customer and lead to bad feeling amongst employees therefore 
paltry pride snobbishness and affectation are failings 
to be watched for in selecting recruits Affeetat on 

Salesmanship as a career now attracts youngsters 
of all classes and the desire of many retailers to improve the tone 
of their staff has been misunderstood by many recruits who seem 
to think they can secure preferential treatment by assuming an 
air of superiority The languid walk bored manner affected speech 
and unconventional dress of the person who wishes to be thought 
superior are quite out of place in a shop and where such affecta 
tions are habitual the person affected can only become a successful 
salesman if he has sufficient strength of character to throw them 
off When an employer notices any signs of affectation m interview 
ing applicants for employment he should give them some plain 
speaking on the subject and see how they react to it If he engages 
them without correcting them on this point they are likely to think 
that this air of superiority was responsible for their getting the job 
and may be expected to practise their mannerisms when they take 
their place in the shop offending customers with their off hand 
methods 

It is vitally important for a salesman to have the right attitude 
of mind towards his job hts customers and his goods biff 
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provided he is a normal, healthy being, this attitude of mind is 
y a matter of training Psychology plays such an important 
Attitude 111 sa ' esmans hip that the employer of salesmen 

Of Mind Should tram their minds The correct attitude of 
. nun ^ ^ or salesman is one of sympathy and enthu 
and hi* o' 1 H ant * seeui 8 the best m his shop, his customers 

lems nf h°° salesman should be able to appreciate the prob- 

the fpclmt. emp , °y er to visualize the uses of his goods and to sense 
cannnf rpZ an ulter P ret the wishes of his customers Now, one 
attitude , 30aa y expect a youngster to enter shop life with this 
^ nM ,tat — ate 

ran and^n^ll 635 * thrM ° tfler att,ludes of mind which salesmen 
and when ! “ s '°"Kn- a Palhy, antipathy, and fear- 

leadership or traiSM? allo ” d to d 'veIop without guidance 
prcbMy com5 10 

ages m sho^oT^l 0 ^ TneetS S ° many a P athetlc salesmen of all 
shops of all sizes and all classes Apathy is a form of 

Ap««hr . ness ® r P re °ccupation which allows the salesman 
or his n ° °* mtercst m ^ shop, his customers 
amcal hi 3 sales talk°° u u $ a resu,t - hls movements are mech 

observint enough to seeing! hel . rt " i “ d P ‘" 0t he “ 

the most of them Th PP° rtumties and not keen enough to make 
purchases are stultified £ US J 0mer s ent husiasm and interest in her 
stupidity makes her *h y unre sponsiveness, and his apparent 
excursion °PP Ln g an irksome trial mstead of a pleasant 

Salesmen must be trained ♦ 

Their minds must h* °, See ^ est m their sunoundings 

™,om e ^h"'L”f, ,nS " ad - — V — » 

the 8 to buv Th Z See them5el ves as helping customers 

s v“r ■ „f tew'rr/L 5i, ,' sm “ must i 

offering them 48 furn tshing customers homes and 
merely as selling chairs rcst an d convenience, not 

Pieces of wood to him Whjch are nothing more than 

taught to look upon her *f t, CS 0Ut ^ tIui g saleswoman must be 
and be dressed suitable < as . heI Pmg customers to look their 
jumpers and skirts y ° r al occasl0n3 « not merely as selling 
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The effect of attitude of mind upon a salesman s work and volume 
of sales is amazing and little realized by employers The salesman 
with vision who is helping his customers to buy can lead them to 
purchase better articles or larger quantities without fear of giving 
offence and can suggest additional purchases with confidence and 
please customers m doing so whereas the apathetic salesman s 
half hearted attempts at sales promotion are likely to be resented 
The apathetic salesman s experiences with d,fficult customers are 
often unpleasant and there is danger that a senes of unpleasant 
expenences may lead him to adopt an attitude of 
antipathy towards all customers feeling that they Antipathy 
are up against him and that he is entitled to 
score off them whenever an opportunity presents itself This 
fed up feeling is far too common in big shops and stores where 
the training given is often confined to the rules and systems and 
may promote narrow mmdedness rather than broad vision The 
fed up salesman — commonly known as a customer killer — 
is a grave danger to his shop and there is little hope of his ever 
realizing that his own attitude of mind is responsible for the con 
tinual upsets that mar his relations with customers 

Fear of the customer must be expected in young salesmen ivho 
are put on to serve without proper training It is natural that 
a boy or girl who has led a secluded life within a 
limited family circle will feel nervous and awkward ^'ustonw* 
when first brought into contact with a large number 
of strangers and this failing is spcedil) remedied by experience — 
provided the experience is pleasant When however a young 
salesman is allowed to remain in ignorance of the technique of sales 
manship and learns little or nothing about the goods he is selling 
lus expenences are likely to be far from pleasant He does not 
know how to deal with difficult customers and is likely to be 
floored at any moment by a question about 1 is goods Under 
these circumstances he may neier be able to conquer his fear of 
the customers or he may develop an antipathetic attitude of mind 
towards them ^ oungsters must be taught that knowledge is p mer 
and gi\ cs confidence while ignorance alw ay s leaves < nc a pie> to fear 
The above points show tint the personality of the proficient 
salesman is largely a matter of training either individual self 
development or 1 rg mired staff training by employers T1 e minil>cr 
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of would be salesmen who realize what qualifications they require 
for the work, and are able to train themselves, is very small — these 
are the “ bom salesmen — and it would be a difficult 
Salesmen am * cost *y process for a retailer to build up a force of 
such ' ready made’ salesmen It is, therefore, easier 
and much more economical for a retailer to recruit youngsters 
of the nght type — healthy and normal in mind and body — and 
train them, inspiring them with his own ideas and enthusiasm, 
and directing their studies 

It is best to take these youngsters straight from school, so that 
there is no break in their education and development, and there 
is no danger of their having been spoded by workmg without proper 
training, and thus gaming unsatisfactory experience 
Since quite a large number of retailers make a fetish of "experi- 
ence/’ it may be advisable to emphasize the fact that experience 
is not always beneficial to the employee A youngster 
“ Experience ” a natura * aptitude for salesmanship may enter 
Fet«h a shop at the age of 14 as most promising "raw 
material, but after ten years 'experience'’ of work- 
ing without proper training or leadership, may be an ignorant, 
b!as6, and antipathetic "customer killer ’ 

It follows that the retailer must consider personality just as mucn, 
if not more in recruiting experienced men as in recruiting novices, 
and it may be necessary to give them special training 

In a business that is developing rapidly tt is almost impossible 
to meet all the senior vacancies by promoting fully trained juniors, 
and the retailer frequently has to recruit experienced men He 
must, however be sure that these experienced men have a natural 
aptitude for salesmanship and have been properly trained, and 
that their experience has been of the nght kind 
Some ' experienced’ salesmen despise ‘ theoretical’ knowledge 
and have never studied the principles of salesmanship , they believe 
in learning by tnaf and error and are not interested 
TTiwry * * n profiting by other people s expenences This reluc- 
tance to learn about their job should be a danger 
signal to prospective employers The value of “ theoretical ” know- 
ledge lies in its grasp of fundamentals, and its broad application 
Once a salesman masters the principles of salesmanship, he is able 
to apply them to any business to any problem, to any class of 
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merchandise, and to any type of customer, but the salesman who 
"Jeams by experience" is apt to be satisfied with narrow news 
and incomplete knowledge and to confuse principles with methods, 
and may be unable to adapt his methods to new problems 
In these days, the opportunity to acquire a sound, theoretical 
knowledge of salesmanship is within the reach of all There are 
many books on the subject, most trade journals and 
business magazines devote a considerable amount of Knowledge 
space to it, lectures on salesmanship are provided by 
educational authonties and the services of expert instructors can 
be obtained at very reasonable fees 

This also applies to technical knowledge of merchandise Every 
trade has its own literature and educational services 

All that the retailer has to do to secure the benefit of this tuition 
for his own business is to see that it is made available to his em- 
ployees and see that they take advantage of it This may reasonably 
be made a condition of their employment 
A young salesman cannot be expected to attach importance to 
the study of salesmanship or merchandise unless his employer him- 
self attaches importance to it, and by advising and guiding his 
employees in regard to the sources from which they shall acquire 
their knowledge, the retailer may ensure their following lines of 
study of which he approves 

Youngsters are naturally imitative, and may be expected to follow 
the example of their seniors both in regard to methods and to 
attitude of mind The employer himself, the man 
agers, buyers, superintendents, receptionists, and Leadership 
salesmen will all be watched and " flattered " by imita- 
tion, so that a person in authority must never forget that he should 
be a leader as well as a controller Management by good example is 
often more effective than management by command, but it is un 
fortunate that if one of the seniors is something of a 'character,” 
with mannerisms or methods of a theatrical or eccentric kind, the 
youngsters are most likely to imitate him It is, therefore, veiy 
important for a new recruit to be placed under the supervision 
of a salesman who can be relied upon to ‘ bnng him up in the way 
he should go,” and, in many shops, newcomers are appointed as 
assistants to the salesmen who are most likely to set them a good 
example and take an interest in their training 
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The most successful salesman does not always make the best 
tutor as lus methods may be too 'advanced' for a novice to 
u«e and he may not be prepared to devote any time to advising 
the novice or explaining things to him A ' steady' salesman, with 
sound ideas and reliable methods makes a better teacher than does 
a brilliant individualist 


In big shops it is sometimes advisable to use one department 
or section as a nursery for the beginners selecting for this purpose 
a department where the seniors are steady, kindly 
Departments sa l esTnen with time to spare for the training of their 
assistants where the stock consists of simple lines 
not requiring much technical knowledge and where the routine 
is easily mastered The youngsters can be kept in this department 
until they become efficient and then be transferred to the depart- 
ments in which they are likely to be most useful 
In allocating nonces to departments it is wise to consider their 
inclinations as they can pick up technical knowledge and sales 
pcrsuasif n and demonstration much more easily and quickly if they 
arc interest id in the goods they are handling and even the enthu 
siasm of a novice will influence a customer constructively Some 
department stores allow novices to sample several departments 
before they settle down and there is much to be said for this plan, 
as a youngsters inclinations may be vague and uncertain 
It is to be regretted that the apprenticeship system at one time 
general in the retail trade is gradually dying out as this system 
wisely administered makes for more stable and satis- 
App /h,p 1,c ' factory relations between the retailer and lus novices, 
and for the more thorough training of juniors Where 
the novice has undertaken to serve a four or five years apprentice- 
ship his training and promotion can be planned on sound and 
progressive lines the employer feels justified in making some invest 
ment in him by paying hjs lecture fees and giving him books and 
the parents as parties to the indenture are likely to take more 
interest m the apprentice s progress and see that he does not waste 


his opportunities of studying and progressing 
Without this system youngsters arc inclined to be impatient 
and try to run before they can walk going after a better job 
elsewhere as soon as they have acquired a smattering of knowledge, 
and. rjax&itf, ‘sfts.v. via wanigt Vowti an Yins Tins ataVaniYiy inters 
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many employers from investing time and money in training them, 
and makes ior a lower standard of efficiency in the trade. 

Conditions are favourable to a revival of the apprenticeship system, 
and employers who prefer to tram their own salesmen will do veil 
to consider its use in the case of promising recruits It is, of course, 
wise to give youngsters a short tnal before undertaking to keep them 
for four or five years, even in an apprentice capacity 

In large establishments there is usually a * staff instructor" or 
"staff training department entrusted with the work of preparing 
new recruits for service in the selling departments 
and following their progress In a typical case, the Insl ^J orj 
staff instructor works under the staff manager, and 
assists him in interviewing and selecting applicants for employ 
ment The staff manager usually deals with seniors and the staff 
instructor with juniors 

When a new salesman is engaged he is handed over to the staff 
instructor, vho gives him a copy of any * Staff Manuals ' or printed 
rules provided for salesmen, and goes through them with him, point- 
ing out items that appear to apply particularly in his case and 
answering any questions During this process the staff instructor 
"sizes up ’ the recruit, considering the question of how he shall 
first be employed if this has not yet been decided and gives him 
any personal advice regarding dress, speech, or manners that may 
appear necessary 

Before the recruit passes to a selling department, the staff instruc- 
tor gives him a general introductory talk on the shop as a whole, 
and the location and scope of the various departments, 
and also explains to him the forms and systems in initiating 
general use for sales checks, delivery instructions. Newcomers 
credit sanction, and other matters 

The staff manager makes the necessary arrangements with the 
manager of the department in which the recruit is to start and 
requires to know the buyers plans for training him and, in par- 
ticular who will be responsible for his training The object of 
this is to ensure that every novice in the shop is someone’s 
respon«ibilitj Like the- staff manager, the staff instructor must 
tfxcrvKnr fact ami efrscnrfiw at dcstarg « vth the departments! 
managers anti must not operate in such a way as to undermine 
the departmental manager’s authority over his staff Some 
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departmental managers take a keen personal interest in training 
the youngsters entrusted to them, and would resent any "interfer- 
ence’ by the staff instructor, whilst others may take no interest 
in them, in which case the staff instructor must look after them, 
but only as an adviser 

When it is necessary for a salesman to have experience in several 
departments — as in the case of a general furnishing salesman, who 
is required to spend a few months in each of the cabinet, upholstery, 
carpet, and soft furnishing departments — the staff manager will 
arrange his movements with the departmental managers concerned, 
and it will be the staff instructor's duty to follow this up and see 
that the salesman receives proper training in each department 
The staff instructor will usually conduct early morning, or evening, 
classes for the apprentices and novices, and any other salesmen 
who wish to attend giving them short talks on such 
1 “ n subjects as the principles of salesmanship, advertising, 
display, how to talk about goods, how to handle 
goods, how to make suggestions for additional purchases, and how 
to deal with complaints 

The staff instructor's educational work may also include running 
a "staff library" of textbooks on salesmanship, retailing, and the 
various lands of merchandise, and advising the salesmen on their 
studies, following the arrangements made by local educational 
authorities for lectures and classes on salesmanship, materials, and 
goods, and getting salesmen to attend them, arranging with the 
buyers for visits to suppliers' factories, trade exhibitions, or 
museums, and conducting examinations, proficiency tests, and 
competitions in salesmanship 

A staff instructor of the right type can play a very important 
part in improving the selling efficiency of the staff and also m pro- 
moting goodwill and contentment amongst the salesmen Many 
youngsters are afraid to ask their buyers or seniors for advice for 
fear of appearing ignorant or over ambitious, but welcome the 
opportunity of consulting a friendly staff instructor who acts only in 
an advisory capacity 

While it is obvious that a salesman’s persuasive skill largely 
depends upon his personality and knowledge of his goods, technique 
ts a very important factor, and in training salesmen it is possible 
to improve their selling power to a very considerable extent by 
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showing them the best way to handle the details of their job 
The way in which they address the customer, the order in which 
they proceed with the various parts of a sales inter- 
view, the words they use, and the way in which they technique 
handle the goods they are showing all have a very 
important effect upon the customer and, therefore, upon the 
success of the interview 

The novice can hardly be expected to appreciate fully the prin- 
ciples of salesmanship, or to be able to apply them to the details 
of his work, and his employer or instructor has to do this for him 
It is neither possible nor desirable to prescribe words and actions 
for every detail of a salesman’s interview with his customers, but 
it is quite easy to give the novice a sound basis upon which to build 
up his own technique A very good way to do this is to stage 
imaginary sales interviews in a quiet part of the shop, the instructor 
first playing the part of the salesman as an example, and then 
letting the novices * serve ’ him 

At such "lessons " the novices can be taught to greet the customer 
pleasantly, to listen attentively to her, without interrupting, to 
speak easily and naturally, to use adjectives that are 
descriptive of the particular goods and avoid such 
objectionable words as "nice," "cheap” and "ex 
pensive," to handle the goods so as to suggest appreciation, and 
show them off to the best advantage, to make definite suggestions 
instead of asking such questions as 'Is there anything else?,” to 
present change carefully and part from the customer courteously 

It is usually found that .such training helps young salesmen to 
overcome bashfulness, gives them a certain amount of confidence, 
and gets them into the habit of being courteous and obliging to 
customers 

With some ambitious youngsters it may be advisable to empha- 
size the fact that the customer s confidence must be gamed by effi- 
cient service before additional sales should be attempted, and that 
it is necessary for them to master the routine part of their work, 
1 e the taking of orders, the preparation, measuring, cutting off, 
weighing and packing of material and goods, the writing of safes 
checks and delivery instructions, taking money and giving change, 
before they begin to practice the finer points of sales persuasion 
and demonstration. 
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A newcomer to a department is usually set to study the stock, 
i e the whereabouts of the various lines and their descriptions and 
prices This superficial knowledge may suffice for his 
first few sales, and there is some danger of his being 
satisfied with it 

Before a salesman can be considered proficient, he should know 
sufficient about his goods to be able to talk interestingly to cus- 
tomers about them, to answer any questions the customers may 
ask, to make practical and constructive suggestions regarding their 
use, and to know whether they are suitable for any purpose the 
customer has in mind 

In most trades, a salesman will have to make a long and well- 
directed study of the goods before he can reach this standard of 
proficiency, and this study must be directed, encouraged, and, if 
necessary, insisted upon by his employers Very few novices realize 
the need for technical knowledge know what to learn or where 
to turn for information and a conscientious youngster may waste 
a great deal of time in acquiring technical knowledge that is not 
applicable to his particular goods or not of interest to his customers 
The customer s interest in merchandise has regard to its uses 
and the advantages of possessing it, and the comparative merits 
and value for money of alternative lines, and it is 
interests* * rom customers viewpoint that the salesman 
should make his study The standard of technical 
knowledge amongst the salesmen in this country is appallingly low, 
and the customer very often knows much more than the salesman 
about the goods In these days knowledge of both common com- 
modities and proprietary articles is available to all and, generally 
speaking, the user of merchandise shows more desire to learn than 
does the seller of merchandise This may be attributed partly to 
the apathy of the untrained salesman and partly to the fact that 
many buyers and managers in the retail trade have only a superficial 
knowledge of their goods and, never having studied themselves, 
are unable to direct the studies of their salesmen It is not un- 
common to find an ambitious salesman's thirst for knowledge 
frowned on by a buyer who does not wish a salesman to know more 
than he does, and this is an important argument in favour of the 
employment of a staff instructor 
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SERVICE SYSTEMS 


The mam objectives in devising a system to govern the routine 
service operations of a retail business may be summarized as follows — 
Efficiency The system should enable prompt and satisfactory 
service to be given to all customers 
Simplicity The system should be as simple as possible econ 
omizing the salesmen s time and so freeing them for sales promotion 
work 


Accuracy The system should be designed to prevent mistakes 
unauthorized credit and dishonesty on the part of customers 
salesmen or other employees 

Records The system should provide an adequate record of every 
transaction 


In a large shop the system may have to cover all or any of the 
following types of transaction — 


Cash and take 
Enter and take 
Cash and send 
Enter and send 
Work order 
Hire purchase 
Cash on del very 
Payment by cheque 
Assembly order 


Wait over 
Pro forma 
On approval 
Collection order 
Allowance 
Refund 
Exchange 
No charge 
Mail order 


These types of transaction are dealt with m this chapter in the 
order named with the exception of mail orders which are the sub- 
ject of Chapter XV 

Cash purchases taken by customers are the simplest transactions 
and as they are usually associated with quick trade 
it is essential for the system to be simple making for 
speedy service to customers 

The simplest system is the cash register system m which each 
salesman has his own register and takes the customer s money and 
gives change Cash registers in great vanety are 
titw ofierai to retailers by tbe various firms maim Raters 
factunng them The basic principle of them all is 
the exhibition of the amount registered for the customers 


*<S7 
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inspection, and the provision of daily totals of amounts registered, 
enabling the totals to be checked at the end of the day The larger 
models furnish a printed list of the amounts registered, give each 
customer a receipt for the amount of her purchase, and subdivide 
the sales registered into classes or "departments ” 

The cash register is not an infallible protection against dishonesty 
on the part of salesmen, because the average customer takes very 
little interest m the amount registered, and if she has tendered the 
correct sum and her goods are ready for her, she is not likely to 
wait to see how much is registered It is, however, a strong deterrent 
to dishonesty, as thefts must be deliberate and are bound to be 
nsky In a busy establishment a salesman can never be sure that 
he is not under observation, or that a casual customer is not a 
detective 

The registers which provide printed receipts for customers offer 
additional security against theft, as most customers will look to 
see that a receipt is for the nght amount Some 
S CuitcTO«« e enter P nsm g retailers encourage then customers to 
cLop«ino*n. obtain these receipts by offering presents” in return 
for receipts totalling a certain amount 
Retailers who like to follow their takings closely are attracted 
by the fact that they can go to a cash register at any tune and 
see the total sales registered so far for the day The recording 
machines will print sub-totals so that the retailer who wishes to 
have separate figures for different periods of the day may arrange 
for sub-totals to be struck at appointed times 
Salesmen can lock their registers while they go to meals, prevent- 
ing other salesmen from opening the cash drawer or operating the 
registering mechanism 

The cash register system does not furnish a record of individual 
goods sold and is therefore, unsuitable for cases m which a record 
of individual sales is required for statistical or stock control purposes 
Where a retailer does not wish his salesmen to handle cash at 
all, he may adopt the pay-at-the-desk’ system, setting up cash 
^ desks at convenient places about the shop The sales- 
the Desk. 01111 wdl then give the customer a sales check” 
showing the amount she has to pay, and she will 
pa.y at the desk white he as ss&scia^ and pet&nsg the gwiif she 
requires Two forms of sales check suitable for this purpose are 



SERVICE SYSTEMS 


269 


CASH SALES CHECK : QUICK TRADE 


This portion to be retained by This portion to be given to the 
Cashier salesman in exchange for the 
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illustrated on page 269 The upper one is m common use in 
grocery and similar shops where the customer does not require a 
copy of the sales check The cashier stamps paid on both portions 
of the sales cheque retains the left hand portion for her records 
and hands the right hand portion back to the customer to be given 
up to the salesman in exchange for the goods These sales checks 
are •usually made up in counterfoil books printed six or eight to 
a page 

The lower check on page 269 is commonly used in drapery stores 
it is designed to provide a record of the goods sold and furnish the 
customer with a copy It is prepared in a triplicate book and the 
salesman hands the customer the onginal and duplicate copies for 
her to take to the cash desk The cashier stamps a receipt on both 
portions of the original and on the duplicate retains the duplicate 
for her records and hands the onginal back to the customer who 
gives the lower portion to the salesman in exchange for the goods 
It is advisable for the cashiers to use a very distinctive stamp 
to prevent forged receipts and each cashier should have a different 
identification number on her stamp so that any 
Stamps receipt can be traced to the cashier who gave it A 
perforating punch is much safer than a rubber stamp 
for receipting sales checks 

In many shops every salesman prepares a daily summary (see 
page 271) from his tnplicate copies of the sales checks distinguishing 
between cash COD and credit sales and this summary is after 
wards checked in the counting house with the copies The cashier 
enters each sales check on a summary (see page 272) as she takes 
the money and analyses the amounts under the names or distinctive 
numbers of the salesmen and of the departments It is therefore 
a simple matter for the counting house to check the cash items on 
the salesmen s summaries with the cashier s summaries 
A dishonest cashier who wished to understate her takings would 
have to alter the duplicate sales check and get the salesman to alter 
the tnplicate and the lower portion of the onginal This is a com 
plicated and nsky procedure and there would still be the chance 
of detection if for any reason the customer brought her copy 
back 

There is however the danger of dishonest customers obtaining 
goods without paying for them by pretending to go to the cash 
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desk, forging receipts, or altering the figures on the sales checks, 
and it is, therefore, imperative for the salesmen to be trained to 
take and scrutinize the receipted portions of the customers 
sales checks before they hand the goods to the cus- Who Avoid 
tomers If a salesman parts with goods before he Fayment 
obtains the receipted check, he should be held responsible for the loss 


SALESMAN’S 

Name A J Brown 

Department Art Silks 
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the lower portions of the originals, but these lower portions should 
go to the counting house for examination, enabling the counting 
house to see that the salesmen are collecting them in the proper 
manner. 

Where goods have to be prepared or packed for the customer, 
the pay-at-the-desk system gives her something to do while she 
is waiting, and incidentally saves her time The Cifcumjt 
system becomes a waste of the customers time, should 
however, when the goods do not require preparation Go»ern 

i . , 4 ,, r r , Systems 

or packing, and male customers especially may resent 
having to go over to a cash desk and pay a sales check while the 
salesman stands idle The cash register system is therefore, better 
than the pay-at-the-desk system for shops selling such merchandise 
as cigarettes, confectionery, books, and periodicals, and, where there 
is close competition, the cash register shop with its quicker and 
more simple and personal service may gam a considerable advantage 
over the pay at-the desk shop 

In some shops the salesman takes the customer's money to a cash 
desk and brings back the receipted sales check with her change, 
a system which may be more acceptable to better-class customers, 
but is a waste of the salesman’s tune and, therefore, unsuited to 
a quick trade It is not nearly such a good safeguard as the pay at- 
the-desk system.because, when a customer tenders the comet amount 
in payment and leaves the shop without waiting for her receipt, 
a dishonest salesman has an opportunity to understate the amount 
of the sale or perhaps to omit to record it at all There is the further 
ob]ection that the salesman has to leave his counter unattended, 
giving dishonest customers an opportunity for shoplifting 

Engineers have developed several mechanical devices by which 
money and sales checks can be earned to and fro between the 
salesman and the cash desk, thus saving either the 
customer or the salesman having to leave the counter 
The first device of this kind, the overhead " gravity 
runway,” which earned large hollow wooden balls containing 
the money and sales checks, gave place to the "cash railway," 
with which small earners were shot along overhead wires, and 
this m turn gave place to the pneumatic tube system in which the 
earners are placed in a tube and drawn by suction to a central 
cash desk, being returned to the salesman in a companion tube 
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which completes the suction circuit between counter and cash desk 
The pneumatic tube system is not so suitable for quick trade as 
the cash register or pay-at-the desk system, but it has great advan- 
tages in department stores The single central cash desk required 
for the tube system can be tucked away in a comer of the basement, 
where the cashiers will all be working under the observation of 
a supervisor This is much safer than having a large number of 
small cash desks m the selling departments as there is far less nsk of 
robbery, embezzlement, or collusion between cashiers and salesmen 
Furthermore, a much smaller number of cashiers will be required, 
making for a saving m wages 

The customer may have to W3it one or two minutes for her 
change to come back, but during this tune the salesman can be 
Tubes a P ac ^ n S her parcel and talking to her about his wares. 
Sales so that cash tubes are a sales promotion factor where 

? FMtor° n the saIesmen have been trained to make good use 
of the tune they spend with the customers 

The chief objections to the cash tube system are the heavy initial 
cost of installation the problem of hiding away the tubes — a simple 
one m new buildings but a difficult one m old buildings— and the 
fact that the sales checks must be screwed or folded up tightly to 
get them into the earners The possibility of disorganization through 
mechanical breakdown has also to be considered, although the 
apparatus has now reached a stage so near perfection that break- 
downs are rare 

Retailers who do not wish their salesmen to handle money will 
object to the cash tube system, as it gives scope for dishonesty 
where the customer tenders the correct amount and does not wait 
for a sales check 

Whatever cash system may be in use, it is essential for the sales 
checks to be made out before the goods are packed or handed to 
the customers, and, m order to ensure observance of 
C-u-gw this rule, many retailers insist upon all sales checks 
Checks being countersigned by a supervisor who checks the 
goods with the sales check and checks the prices, 
extensions, and additions In some cases the amount tendered 
by the customer is noted on the sales check and checked by the 
supervisor 

Where supervisors are not employed senior salesmen can be 
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deputed to countersign one another s checks and those of the 
juniors 

In the above paragraphs mention has been made of the salesman 
packing the goods he sells but there are circumstances m which 
it is advantageous for sold goods to be taken to an 
expert packer to be made into parcels This applies serid'coods 
to cases in which the goods are difficult or inconven 
lent to pack or where shavings or other matenals likely to make a 
mess have to be used for example with china and glass It also 
applies to cases in which the retailer has reason to fear collusion 
between customers and salesmen as the packer can if necessary 
be given the responsibility of checking the sales check with the goods 
Some retailers have suffered so much from salesmen passing stolen 
goods out of the shop in parcels given to accomplices posing as 
customers that they will not allow any salesman to pack a parcel 

Where packers are employed in the selling departments they can 
be hidden away in comers of the showrooms which can be parti 
tioned off and fitted for quick packing An expert packer can pack 
goods much quicker than the average salesman and make neater 
and safer parcels a very important point when customers have to 
carry them Most enterprising retailers now have their name or 
house mark printed on their packing paper— a good advertisement 
when the parcel is neat but a bad one when the parcel is untidy 

Where customers ask for goods to be charged to credit accounts 
precautions must be taken first to make sure that the customer 
is entitled to credit in respect of the particular pur 
chase and second to see that the name and address En ^ ce an< * 
of the customer and particulars of the goods are cor 
rectly recorded as a basis for the charge to her account In practice 
the customer is asked to give her name and address which are 
recorded on the sales check and the salesman then has to obtain 
the sanction of the clerk in charge of credit granting (The 
principles of credit granting are dealt with in Chapter XVI ) Where 
cash tubes are m use the sanction may be obtained through them 
Camers of a distinctive colour are provided for sanction purposes 
the salesman puts the sales check in duplicate into one of these 
earners and sends it away to the cash desk where — its colour 
having been noted — it is side-tracked to the sanction desk a 
department of the counting house 
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If the sanction clerk is agreeable to the credit being granted, 
he stamps the sales check “credit authorized,” "sanctioned” or 
some similar wording, and returns the original through the tube 
to the salesman, keeping the duplicate as the basis of the charge 
to the customer The sanctioned sales check authorizes the salesman 
to hand the goods to the customer, or dispose of them m accordance 
with her instructions 

Where there is no tube connection between the salesman and 
the counting house the sanction must either be obtained by tele- 
phone or by sending a messenger to the counting 
Telephone^ house with the sales check The telephone method 
is quicker and more convenient than the employment 
of messengers, but it is not nearly as safe, as the counting house 
does not see the sales check and cannot be certain that the salesman 
has even prepared it The salesman may be said to sanction the 
sales check on the instructions of the counting house, and there is 
danger of his sanctioning sales checks without obtaining instructions, 
or disregarding instructions not to grant credit 
Some protection against this is provided by a special sanction 
telephone system with which the salesman places the sales check in 
a slot forming part of the telephone stand and reads the name and 
address of the customer and the value of the goods to the sanction 
clerk If the sanction clerk approves of credit being given, he 
presses a button which transmits an electnc impulse to mechanism 
in the salesman s telephone stand and perforates the sales check 
with the sanction stamp The salesman puts the duplicates of the 
sales checks in a drawer under the telephone and these are collected 
and taken to the counting house at frequent intervals 
This system by itself, does not afford complete protection because 
the sanction clerk cannot be sure that he is not sanctioning a trans- 
action quite different from that described to him over 
T ObUun° t * ie te ' e ph°ue by the salesman A salesman might 
Sanction, state a smaller amount than that on the sales check, 
or give the name and address of a more satisfactory 
customer, m order not to lose a sale and, at busy times, there is 
a temptation for salesmen to put several sales checks into the tele- 
phone slot and get them all sanctioned by reading the top one 
t is therefore advisable with this and all other telephone sanction 
systems, for the sanction clerk to make notes of the particulars 
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given to him by the salesmen and to compare them afterwards 
with the duplicate sales checks collected from the salesmen's tele- 
phone drawers 

Precautions will have to be taken against account customers 
being impersonated by thieves In small shops account customers 
wishing to take goods away with them may have to 
be identified by someone who knows them by sight, topenonahon 
and in large stores they may be identified by their &uiomere 
signature The account customers signatures are 
"registered" in a card index kept by the sanction clerks following 
the method adopted by banks, and where the sales checks are sent 
to the sanction clerk by tube or messenger the customer is asked 
to sign them beforehand 

With a telephone sanction system the salesman may be asked to 
obtain the customer s signature and describe it to the sanction clerk 
• — not a very satisfactory procedure — or the customers may be given 
identity cards bearing their specimen signature and asked to produce 
these when making purchases, after they have signed the sales check. 
The salesman will then compare the signatures 

An alternative precaution of moderate value is to give each 
account customer a distinctive number or code word, which she 
quotes in asking for items to be charged to her account 

Better-class customers prefer this number method of identifica- 
tion to the signature method, because it enables them to send then- 
servants or fnends for goods, but the practice of 
sending other people for goods on credit and entrust- Mosengeri 
ing them with information which might be used for 
purposes of fraud, has obvious dangers, and retailers should not 
encourage it. 

If a customer wishes to send a messenger regularly for goods, 
she should be asked to register the messengers signature and 
aathome its acceptance in lieu of her own, or, in the case of a casual 
messenger, to send a signed note asking for the goods to be delivered 
to the messenger In the absence of such an arrangement, it is 
advisable to telephone to the customer for confirmation of the 
order or, if this is impossible or inadvisable, to make an excuse 
to the messenger and send the goods to the customer by some other 
means 

Where account customers are frequent visitors to a shop, there 
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is a tendency for salesmen to hand them the goods they require 
and make out the sales checks afterwards This practice must be 
prohibited, and the prohibition strictly enforced, as 
Danger of there is more than a possibility of credit sales bemg 
Charging* forgotten and the value lost to the house If sales 
checks are made out after the customer has gone, there 
is also danger of the fact that she has taken the goods being forgotten, 
and a duplicate supply being sent to her This is a strong argument 
in favour of making it a rule for account customers to sign for 
goods taken as the salesman is then compelled to make out the 
sales check while the customer is in the shop It should also be 
made a rule for the salesman to write ‘taken ‘ in large letters on 
the sales check before the customer signs it This will be a receipt 
for the goods, and be a precaution against a duplicate supply being 
sent 

A suitable sales check for credit sales is illustrated on page 280 
It is prepared m triplicate the original for the customer, the dupli 
cate for the counting house, and the triplicate to remain in the sales- 
man’s book In order to avoid using two books, cash sales may 
also be recorded on this form The absence of account particulars 
will distinguish the cash sales, and the duplicate checks in respect 
of them will be retamed by the cashier 

When customers ask for goods to be sent to their own or some 
other address, the salesman has the responsibility of recording their 
instructions con-ectly and passing these instructions 
G^oods'for to < ^ 5 P atc ^' department with the goods at the 
Customers proper time It is vitally important for a salesman 
to be fully conversant with the dispatch arrange 
ments and times and methods of delivery for all the districts to 
which goods may have to be sent, as this will enable him to give 
the customers a conect impression of the delivery service offered 
and tell them when they may expect to receive their goods This 
means that the dispatch department must systematize its deliveries 
and work to a tune-table, matters of organization that are dealt 
with m Chapter XIV The salesmen can then be provided with 
delivery schedules showing the times of delivery m the various 
districts covered, and the circumstances m which special deliveries 
can be made 

For simple cases of smgle parcels to be sent to customers’ homes. 
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space can be provided on the sales check for the salesman to insert 
the name and the address to which the goods are to be dispatched 
For credit trade it is advisable for the sales check 
to have separate headings Charge to and Send Sales Checks 
to as customers may require the invoice to be sent * parcels 
to one address and the goods to be sent to another 
or to some other person Any special instructions regarding the 
time or method of delivery should be noted immediately under 
the address to which the goods are to be sent 
It may be noticed that the form of sales check on page 280 
provides for the recording of the approximate time of the sale 
m the illustration the tick between n and 12 means that the sale 
took place between x 1 and 12 o clock This time-recording is an 
important matter in connection with goods to be sent home as 
it draws attention to avoidable delays in getting goods ready for 
delivery and passing them to the dispatch department 
In many shops the address labels are written by the salesmen and 
the goods are packed in the selling department so that when the 
parcels reach the dispatch department they are ready 
for delivery This arrangement has the great advan p^efTfor 
tage of simplicity and it protects the goods from Dispatch 
damage or soiling on the way to the dispatch depart 
ment a common source of loss when unpacked goods are sent down 
chutes or earned by porters There is however the important 
objection that salesmen or packers may make up parcels of stolen 
goods and consign them to confederates As a precaution against 
this the customer s receipted or sanctioned copy of the sales check 
may be sent to her in a separate envelope with the goods instead of 
being handed to her at the time of sale It wall then be sent down 
to the dispatch department with the parcel and can be scrutinized 
by the forwarding clerks before they send of! the parcel If they 
have reason to be suspicious they can open a parcel and check 
the goods with the sales check 

In some shops the address label is sent to the cashier or sanction 
clerk with the sales check and the receipt or credit authorization 
is stamped on the address label as well as on the sanctioning 
sales check The sales check can then be enclosed in 
the parcel or handed to the customer This plan is 
\ery suitable for shops which specialize in selling presents which 
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are sent to persons other than the customer when the customer does 
not wish the sales check to be enclosed with the goods It does 
not however meet the possible danger of salesmen sending cus 
tomers more goods than they have purchased either by accident 
or by conspiracy 

In other shops even the forwarding clerks are not held above 
suspicion and then it is necessary for the dispatch department 
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to produce some form of voucher for every parcel they consign 
This means that a "dispatch note," either a special form or an 
additional copy of the sales check, must be prepared by the 
salesman and sent to the dispatch department with the goods 
These dispatch notes bear the cashier's receipt or the sanction 
clerk's authorization and, after the dispatch of the goods, are either 
filed with the dispatch sheets or sent with them to the counting 
house for inspection 

In order to provide copies for the customer, counting house, 
dispatch department, and salesmen, a sales check would have to 
be prepared in quadruplicate, which occasions an 
DehT* 1 objectionable amount of fiddling with carbon sheets 
Instructions for the salesman, and may make the third or fourth 
copies somewhat illegible Furthermore, the dispatch 
copies would be wasted in the case of parcels taken by customers 
It is therefore, preferable for special ‘ Delivery Instructions" forms 
to be used for this purpose especially xn the case of export or other 
orders for which detailed packing and consignment instructions may 
have to be given, or orders for furniture and other heavy goods 
which may have to be fetched by the dispatch porters from the 
showrooms or stockrooms 

A Delivery Instructions form for use in the furniture trade is 
illustrated on page 281 This form gives the location of the various 
pieces sold and the number of the sales checks covering the items 
It will be understood that a general or ’rover" salesman may sell 
goods from a number of different departments and have to make out 
or obtain a separate sales check for each department, but the goods 
must go in one consignment and therefore be listed on one Delivery 
Instructions form 

It may be noted that the Delivery Instructions form has six 
detachable adhesive tickets at its foot, each one bearing the number 
of the Delivery Instructions form, the customer’s 
Sold Goods name and the salesman's name The salesman de- 
taches these tickets and fixes one to each of the pieces 
sold, thus reserving them for his customer, and enabling the dispatch 
porters to identify them in collecting the goods This precaution 
is very necessary in selling articles of distinctive character which 
are selected by customers, and is a safeguard against sold goods 
Which cannot "be duplicated being resold to another customer before 
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they can be removed from the showrooms In any trade, the re- 
servation of sold goods is a first duty of the salesman and unless 
some system of reservation is devised and strictly enforced delivery 
delays and complaints from customers are bound to result 
Where special delivery instruction forms are not in use, the sales- 
men may be provided with * sold labels similar to that illustrated 
below, to be affixed to the goods immediately the customer has 
selected them 



O 


SOLD 

Date 

27th March 1931 

Customer 

J Williams Esq 

Salesman 

Matthews 

Sales Check No CF 3208 

Special Instructions 


Clean and polish 


This label provides a space for special instructions in regard to 
preparing the goods for dispatch For such simple work as cleaning 
and polishing this method of giving the instructions 
may be all that is necessary, but for more important 0rdJ TS 
work, such as alterations or adjustments, or incidental 
service, such as planning carpets, laying linoleum and installing 
wireless sets or household appliances it will be advisable for the 
salesman, in addition to make out a 'Work Order and pass it 
to the department undertaking the work Special forms, similar 
to that illustrated on page 284, may be provided for this purpose 
Salesmen should have precise instructions as to the extent to 
which alterations to goods may be made or incidental service given 
without charge, and, where work must be charged for, the charge 
should, if possible, be agreed with the customer at the time of sale 
and noted on the work order, because “extras’ are a common 
source of controversy with customers When such charges are paid 
m cash at the time of sale, the cashier’s receipt stamp on the work 
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order will be sufficient authority for the work to be done In the 
ease of credit sales, the work order should be sanctioned by the 
counting house before work is commenced 

“No charge’ work orders may be authorized by the buyer of 
the department responsible for the goods, but in many shops it is the 
rule for all " no charge” orders to be passed to the counting house for 
scrutiny and sanction The counting house sanction then operates as 
a protection agauist unwarranted sacrifices of profit, as well as against 
bad debts In these circumstances the work order must be prepared 
in triplicate the original for the department undertaking the work, 
the duplicate for the counting house and the triplicate to remain 
in the salesman’s book 

With aa important general order, where there may be a number 
of sales checks and work orders from various departments, it is 
usual for the counting house to collect them together and send the 
customer one typed invoice in substitution for them 

Tn the case of hire purchase transactions, neither sales checks 
nor invoices should be given to the customers Hire purchase trans- 
actions are not “sales’ and must not be treated as 
such, because the trader relies for his security upon 
his retention of the proprietary rights in the goods 
supplied This position is established in the hire purchase agree- 
ment, and a detailed specification of the goods should be given in 
a schedule to the agreement The hire-purchase agreement, there- 
fore, takes the place of an invoice and a copy of the agreement and 
its schedule of goods should be given to the customer From an 
accountant's viewpoint, goods sent to customers on hire-purchase 
are merely transferred from the departmental stocks to “stock out 
on hire-purchase, and this position continues until such time as 
the customer completes his payments under the agreement and 
becomes the owner of the goods or the goods are recovered by the 
trader and taken back into the departmental stocks 

Hue-purchase trading is a distinctive and complicated business 
which necessitates special procedure throughout the transactions 
This sgec’al procedure is fully described in a companion volume , 1 
where forms for use in connection with hire purchase transactions 
are illustrated 

* Hire-purchase Trading by Cunbffe L Bolling Second Edition 1930, 
published by Sir Isaac Pitman and Sons, Ltd 
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A veiy large volume of retail business is now transacted on cash 
on delivery terms and, m drapery and furnishing stores especially, 
the service system should provide for this ' COD" 
Delivery ls a * tractive to the customer because she does not 
have to carry large sums of money with her when she 
is shoppmg, and she has the satisfaction of seeing the goods delivered 
to her house before she is called upon to pay for them It is attrac- 
tive to the retailer because it gives him prompt payment and saves 
him the trouble and expense of opening credit accounts for casual 
and unimportant customers It may be described as a factor in 
sales promotion, in view of the fact that where cash-on delivery 
terms are offered to customers the cash sales are not limited to 
the amount of money customers have with them 
The cash is collected by the van porters in the case of road 
deliveries and by the Post Office in the case of postal or rail con- 
signments It follows that the collection is a responsibility of the 
dispatch department, which has to give the necessary instructions 
to its porters or to the Post Office or railway 
The forms of sales check used for account customers’ purchases 
may also be used for cash on-delivery transactions if the salesmen 
mark the checks "COD instead of 'Account " This marking 
places the onus of obtaining settlement on the dispatch department 
Cash collections are a heavy responsibility for the dispatch de- 
partment, and m many shops it is considered necessary for the 
collections to be supervised closely and, m particular, 
^ccn) 1 ”* f° r a record to be kept in the counting house of the 
Collections sums which the dispatch department has been asked 
to collect 

In order to accomplish this, all C O D sales checks are sent to 
the counting house, in the same manner as “entry’ sales checks 
The COD checks are passed to a clerk who enters brief particulars 
of them m a * Cash on Delivery Register ’ (see page 287), and stamps 
them “COD, which is a formal instruction to the dispatch 
department The customers' copies of the sales checks (and Delivery 
Instructions if used) are then returned to the salesman, to go with 
the goods to the dispatch department, and the counting house copy 
is retamed in the counting house for sales record purposes 
All C O D collections paid in to the cashier’s office by the van 
porters, or received from the Post Office, axe reported to the clerk 
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keeping the Cash-on Delivery Register, and he marks off the collec 
tions against the sales The dispatch department most account 
sooner or later for every COD collection entrusted to it 

In shops serving better-class customers, embarrassing situations 
often arise through casual customers tendering cheques instead of 
cash, and it is important for a definite policy to be 
by* Cheque- 111 regard to the acceptance of cheques 

Strictly speaking, payment by cheque should be a 
privilege reserved for account customers, because the acceptance 
of a cheque in lieu of cash is tantamount to giving the customer 
credit Customers may consider that their cheques are as good as 
cash, but, m dealing with strangers, the retailer has to bear in mind 
that a cheque may have no bank balance behind it, may be forged 
or irregularly signed, or payment may subsequently be “stopped*' 
at the bank by the drawer 

It is a safe plan to make a rule that cheques cannot be accepted 
in payment for parcels to be taken away by customers, except in 
the case of customers well known at the shop Sales checks for 
these privileged customers should be referred to the counting house 
in the same way as those for account customers and the sanction 
clerks should stamp the sales checks "Take cheque as an authori- 
zation for the cashiers to accept cheques in lieu of cash. The 
cashiers should write or stamp the words "by cheque" on the 
receipts 

If a customer tendering a cheque in payment is a stranger, it 
is safest to arrange to send the goods to her ' after clearance" 
of the cheque by the bank, but this usually means 
several days delay In most shops the sanction clerks 
are authorized to use their discretion in regard to 
customers tendering cheques If reference to a directory shows 
them that the customer is the householder at the address to which 
the goods are to be sent, and the address is a ‘ good one, they 
will probably authorize the dispatch department to send the goods 
immediately In practice they may stamp the sales check ‘Take 
cheque Send ’’ as a reminder to the sale— man that the goods are 
not to be handed over the counter In better-class trade there is 
a strong probability that customers paying ‘cash on delivery ’ will 
tender cheques in payment, and the van porters must have previous 
instructions as to whether they may accept cheques The sanction 



ASSEMBLY CARD _ 1708 



1708 1708 1708 




290 


RETAIL MANAGEMENT 


clerks may give these instructions, m stamping the COD sales 
checks by adding the letters "T C ” to "C O D " in cases where the 
porter may be authorized to take cheques 

The counting house instructions are copied on to the porter’s 
delivery sheets so that if he has "COD, TC” on his sheet he 
will take a cheque, but if he has only ’COD’’ he will only leave 
the goods in exchange for cash 

In department stores it may be considered necessary to devise 
a system by means of which customers making purchases in a 
number of departments may have them collected 

^Orders'* together and made into one parcel paying in one 
amount at the end of their shopping and either taking 
the parcel with them or giving instructions for delivery Tor this 
purpose an Assembly Bureau is opened on the ground floor, and, 
as the customer makes her purchases the goods and s£les checks 
are sent down to this bureau In order to facilitate the identification 
and assembly of the orders it is advisable to provide Assembly 
Cards, similar to that illustrated on page 289 These cards are 
made out and giv en to the customer by the first salesman who serves 
her and each salesman who subsequently serves her enters partic- 
ulars of his sale on the card The assembly card has a number of 
adhesive tickets attached to it each one bearing the number of the 
card and also a number which represents the consecutive number 
of the entry on the card Each of the salesmen detaches the ticket 
corresponding to the number of his entry and sticks this ticket 
on his sales check, which he sends down to the assembly bureau 
with the goods 

When the customer has finished her shopping, she presents the 
card at the assembly bureau where the goods are looked out, the 
parcel is packed, the assembly card is checked with 
End.** the sales checks, the customer pays the total or, m 
the case of an account customer sanction is obtained, 
and the parcel is either handed to the customer, or a Delivery 
Instructions form is made out She may, of course, wish to pay 
cash on delivery 

In some shops, the salesman first serving the customer asks her 
for delivery instructions and how she intends to pay for the goods, 
and records this information on the assembly card but this is 
hardly necessary and often cause* complications, owing to the 
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customer changing her mind She may have originally intended to 
buy only a few small articles and pay cash for them but, in going 
round the stores may decide to make other purchases and have 
the goods delivered, paying cash on delivery It is, therefore, 
simpler to leave the arrangements regarding payment and delivery 
to the assembly bureau and this gives the customer greater freedom 
of action 

The assembly bureau may also be made a ‘ cloak room ' for cus- 
tomers, where they can leave their umbrellas and parcels while 
they are shopping In this event, the customer will 
go to the assembly bureau first and leave her belong 
mgs, and the assembly card will be given to her there, 
the first entry being a brief description of the articles deposited, 
and the first ticket being attached to them 

Goods should not be entered on an assembly card unless they are 
ready for dispatch, even if the customer wishes them to be sent, 
otherwise goods which the customer is urgently needing may be 
held up for other goods which she does not yet require, and goods 
waiting for others may cause congestion and confusion in the 
assembly bureau An exception to this rule may be made in cases 
where the customer prefers to wait until all the goods are ready 
It is, of course a great advantage to the dispatch department 
to have goods for the same customer assembled and packed m 
one parcel, and it may save a carman making more than one journey 
to the address 

In some trades it is a common occurrence for customers to ask 
for goods they have purchased to be kept for them pending delivery 
instructions Furnishers often have to hold a houseful 
of furniture for several months until a customer s ows*’ 
new house is ready for occupation 

Goods waiting delivery instructions should be carefully labelled 
(the "sold" label illustrated on page 283 will serve the purpose) 
and sent to a ‘ Wait Over Room" until the customer s instructions 
for delivery are received If, as is usually the case, the goods cannot 
be invoiced until they are delivered, the customer s and counting 
bouse copies of the .sales checks -sbruaU he held ao 3 speds) wad 
over” file in the counting house until such time as the delivery 
instructions are received It is unwise to leave the sales checks 
with the salesmen, as they may be mislaid or the transaction lost 


*0— 
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sight of The salesman has a copy of the sales check in his book 
for reference 

At frequent intervals a list of his "wait overs" should be sent 
to each satesman, to remind him of the transactions, as it might 
be advisable for him to get into touch with the customers "Wait 
over" goods which have been invoiced to customers should be sent 
to a separate depository and made the subject of a special memor- 
andum in the count mg house 

Some customers contemplating important purchases may ask for 
tentative invoices showing what the goods or service they have 
in mind would cost them, or the comparative cost 
Formas °f alternative propositions In such cases the sales 
man should submit detailed descriptions and prices 
to the counting house, and a typed "'pro forma" invoice should be 
sent to the customer, or to the salesman for personal submission. 
The salesman should be given a copy for reference These fro forma 
invoices are merely memorandums and must not be treated as sales, 
or charged to the customers, but copies should be filed in the count- 
ing house, so that, if the sales do not materialize within a reasonable 
space of time, reminders can be sent to the salesmen for following 
up, or sales promotion letters wntten to the customers 
When the customers order is received, the salesman should 
make out his sales checks in the usual manner and mark them 
"ex fro forma , j so that the counting house may remove its copy 
of the fro forma invoice from the fik* 

A special "appro " check should be provided for cases in which 
goods are sent to customers on approval, as these transactions must 
not be recorded as sales A suitable form is illustrated 
On Approval on page 293 The privilege of having goods on ap- 
proval is usually reserved for account customers, as 
sending goods ‘ on appro ‘ is equivalent to giving the customer 
credit All appro checks should, therefore be sent to the counting 
house for sanction The counting house copies will be kept in a 
"goods out on appro file and brief particulars of them may be 
entered in an ' Appro Register’ similar to that illustrated on page 
294 

The salesman will usually be entrusted with the task of following 
up the appro and obtaining the customer's decision, but counting- 
house supervision is essential, as there is some danger of goods sent 
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out on appro being forgotten or left so long m the customers 
hands as to become unsaleable on return 
It may be noticed that the Appro Note illustrated on page 293 
has a footnote which limits the period of approval and thus presses 
the customer to give an early decision This limitation is advisable 
because without it some customers will purposely delay giving a 
decision in order to have the free use of the goods 
If the customer decides to keep the goods the salesman will make 
out a sales check and mark it Kept from appro thus enablmg 
the counting house to mark the goods off the appro 
register and remove the appro check from the file Appro" 5 
If the customer decides not to purchase the goods 
the salesman will issue a collection order or call note instruct- 
ing the dispatch department to fetch them and on being notified 
by the dispatch department that the goods have been recovered 
the counting house will mark the goods off the appro register 
and remove the appro check from the file 
Many salesmen are loth to issue collection instructions in respect 
of appro goods hoping that if the goods are left with the customer 
she may decide to keep them and they may refrain from asking 
her for a decision if they think she is likely to decide against the 
goods This procrastination may result in depreciation of the goods 
or controversy with the customer and it is therefore imperative 
for the counting house to watch the appro register continuaUy 
and send each salesman a weekly list of his appros outstanding 
making it a rule that all appro goods will be invoiced after the lapse 
of a reasonable time unless the salesman can give a sound reason 
for this not being done 

In order to avoid confusion it may be advisable for the words 
on approval to be used in connection with appros sent to cus- 
tomers and on approbation in connection with goods taken on 
appro from suppliers 

Apart from goods brought back from appro Collection Orders 
or Call Notes will be required for customers goods brought m 
for inspection or repair articles taken from customers 
m exchange or part exchange lor articles supplied C orders° n 
goods recovered from hire-purchase customers and 
any other returns from customers A suitable form for this purpose 
is illustrated on page 296 
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COLLECTION ORDER 

From Cabinet Furniture Department 



Time of Issue | 

R James 

9 

10 


* 


2 

IT 

_3HJ 

6 


To Dispatch Department 

Please collect from 

Mrs A Collins 
372 Grove Walk 
Ealing 

the fcUowing good) 

I Screen No 82 shot Casement cloth, green 


V Specimen Room No 21 Second Floor 

{o \ 

— - — * Reason for collection 

Cv* 

— ' Return from appro 


CFL8j 

Received on behalf of Brown & Brown the following goods 
l Screen No 32 shot casement cloth, green 
f° T return from appro 

Date 

Dispatch Department 



SERMCE S\ STEMS 


297 


It may be necessary to prohibit van porters from accepting goods 
from customers for return unless they have a collection order for 
them This is a precaution against mistakes or dishonesty on the 
part of the porters and it prevents customers from returning un 
wanted goods for credit to thetr account without first obtaining 
the retailer s permission 

In view of the fact that collecting goods often involves crediting 
a customer s account it may be considered advisable for all collec 
tion orders to be countersigned by the managers of the departments 
requiring the goods and scrutinized and sanctioned by the counting 
house In this case they will be prepared in triplicate the original 
and duplicate to be sent to the counting house and the triplicate to 
remain in the salesman s book If the collection order is approved 
the counting house may pass the original direct to the dispatch 
department in order to save time 

The collection order illustrated has a receipt form which the 
porter can give to the customer in exchange for the goods It also 
states the reason for collecting the goods and where 
they are to be taken when they are brought back Collected 
two very important points which will ensure the goods Goods 
receiving prompt and intelligent attention when they 
arrive In the absence of this information there would be danger 
of congestion m the dispatch department and of collected goods 
being delayed or mislaid 

Brief particulars of all goods collected by the dispatch department 
should be entered in a Goods Collected Book a suitable ruling 
for which is illustrated on page 298 Where the counting house 
supervises the collections a duplicate book can be used for this 
purpose and a copy of each day s entries sent to the counting house 
for inspection It is advisable to describe goods brought back by 
the dispatch department as collections instead of returns in 
order to distinguish them from returns to suppliers 

Goods sent m by customers by post rail or earner should be 
referred to the collections clerk m the dispatch department and 
wherever possible this clerk should be notified in 
advance of their coming so that he can identify the Co ln ^* n 
goods and pass them to the proper department Customer* 
Where the counting house supervises the collections 
a salesman arranging for goods to be sent in by a customer would 
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have to make out a collection order, altering the wording from 
Please collect from ’ to “Please receive from ...” and— 
as a precaution against this alteration being overlooked— writing 
' Receive m large letters across the form These collection orders 
would be countersigned and sanctioned in the usual manner The 
same procedure could be adopted in a case where goods arrived 
unexpectedly from a customer, and a department was willing to 
take them over, but m some shops goods arriving from customers 
unexpectedly and without explanation would not be accepted 
The top portion of a collection order may be used by the dispatch 
department as an advice note covering the goods, and be sent with 
them to the department for which they are intended Persons taking 
delivery of collected goods from the dispatch department may be 
asked to sign the Goods Collected Book as an acknowledgment 
The system must provide for allowances being made to customers 
in respect of goods returned, adjustments of pnce, or claims, which 
allowances may be settled by a cash refund, a remit- 
Note* tance sent t0 the customer, or a credit to the cus- 
tomer’s account It is, of course, important for such 
allowances to be duly authorised and properly recorded 

In many shops the manager of each selling department is provided 
with a triplicate book of credit notes similar to that illustrated on 
page 299 The salesmen apply to their manager in all cases of cus- 
tomers requiring allowances and, if agreed, the credit note is pre 
pared and signed by the salesman and countersigned by the manager 
The original and duplicate copies are then sent to the counting 
house for sanction 

For a cash refund, the sanction clerk stamps the credit note 
"Allowance authorized Refund ’ and returns the original copy to 
Refund* the desman Any cashier will pay the money to the 
customer in exchange for this The customer should 
be asked to sign a receipt, which can conveniently be written on the 
original copy of the credit note When a remittance must be sent 
to the customer, the sanction clerk stamps the credit note "Allow- 
ance authorized Renut,' and uses the onguval copy as a requisition 
for the necessary cheque It ultimately becomes a cash book voucher. 
In the case of account customers, the credit note is stamped 
Allowance authorized Credit account," and the original copy is 
posted to the customer 
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In all cases, the duplicate copies are retained m the counting house, 
and are the basis of the necessary book-keeping entries This side 
of the counting house work is dealt with in Chapter XIX 

When goods are exchanged for customers the exchange should 
be recorded fully The safest method is for a credit note to be 
made out for the article the customer returns, and 
a sales check for the article she takes in exchange Exchanges 
In many shops one check is made to serve the two 
purposes, eg if the customer selects a higher priced article and 
has to pay the difference, a sales check is made out, but if she selects 
a lower priced article and claims a refund, a credit note is made out 
This method has the advantage of recording the exchange more 
obviously, but it often leads to errors in the stock records, where 
these are posted from copies of the sales checks and credit notes an , 
with this in mind, the checks must be made out very dearly and 
the word "exchange" in large letters should be written across the 
top of them Credit notes used in connection with exchanges must, 
of course, be referred to the counting house for sanction 

Where the exchange is in goods of equal value, but a record must 
be made for the purposes of stock record adjustments, a sales check 
should be made out, with the words "no charge" in the money 
column 

"No charge" sales checks may also be used to cover customers 
own goods being returned to them, replacements made as t e res 
of complaints, and goods given to a customer without (< ^ Charge » 
charge, for any reason In making out such checks, items, 
a salesman must remember that they may have to 
be used for the adjustment of stock records and he must mate tne 
position dear to the stock clerk Some no charge transac 10ns 
will not affect the stock records, but others will necessitate goods 


being written off , . 

All "no charge" checks must be sent to the counting house for 
scrutiny and the sanction “ no charge, and the sanction c er 
should be instructed to pay special attention to them, as no 
charge" checks are often used to disguise irregutanties or dishonesty 
m the disposal oi goods It is advisable tor them to be countersigned 
by the departmental managers 

In a large stores, .t is customary to "coddy" the service system 
and publish "guides to system" tor the use ot new employees ms 
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is very necessary when the transactions are varied and complicated, 
and a large number of different forms are used Such guides 
should contain illustrations of the forms, explana- 
*Systetn° t,ons °* commercial phrases used, and a key to 
the symbols used for departments 
It may be noticed that m the illustrations in this chapter, the 
departments have been indicated by letters suggestive of their 
names and the salesmen have been referred to by name. In some 
stores, both departments and salesmen are numbered, but this 
practice has disadvantages, particularly that the numbers are 
meaningless to customers and confusing to new employees, and that, 
in writing humedly or speaking on the telephone, mistakes are 
more bkcly to be made with numbers than with names 

If salesmen are referred to by name, however, it may be necessary 
to “rename those whose names are difficult to pronounce, or 
which are duplicated in the organization 



CHAPTER XIV 

DISPATCH AND DELIVERY 


Nearly all retailers have to deliver goods to certain customers 


either regularly or occasionally 

In the heavy trades, the customers cannot carry the goods with 
them, in high class businesses they will not do so and even in 
working-class trade in light goods, a salesman would be greatly 
handicapped in sales promotion work if his sales were limited to 
the amount which his customers could cany 

It should clearly be understood, however that there is a great 
difference between delivery as a matter of necessity and delivery 
as a matter of policy The retailer who is willing to 
send goods for customers when necessary and judges 
each case on its merits as regards method of delivery Policy 
and the question of asking the customer to pa ] the 
cost of delivery, is in a very different position from the retailer 
who makes “ free delivery a feature of his advertising and organizes 
his own transport force of vehicles and men 

Delivery as a matter of policy is not a task to be undertaken 
lightly by the retailer Careful consideration must be given ois 
suitability for the particular business, and its consistency with the 


general trading or service policy 

There are four main points to be considered (i) service (2) cos 
{3) advertising, and {4) safety 

In regard to service, the question is whether the de very servi 
which the retailer could give would be more convemen o 
customers than taking parcels with them If the goods Semce t0 
dealt in are heavy, bulky or somewhat difficult or Customer s 
objectionable to carry, delivery may be a service to 
the customer, even if it means that she has to wait a ew o 
or, possibly, a day or two for the goods but if the goo s are easi 1 y 
earned and are required for immediate use or consump ion 
delivery service which the retailer could give might not be satis 
factory to the customers and would therefore be a source °lanno>- 
ance to them The average customer would rather take sue goo 
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with her than have to watt for them to be delivered, and she will, 
therefore be annoyed if she is put to inconvenience as a result 
of accepting the salesman’s offer to send the goods 
There is the further point that the delivery service which the re 
taller could organize might not give such speedy or reliable service 
to customers as the employment of outside agencies, i e the post, 
railways, or common earners A retailer who has his own vehicles 
has, for economical reasons to use them to the fullest possible 
extent, and does not like to employ outside delivery agencies, but 
this often results m less satisfactory service to the customers 
In regard to costs, the retailer has to bear in mind that a customer 
never expects to be charged for delivenes made by a retailer s own 
Dispatch ve ^ tc ' es ' however great the distance they may have 
Costs to travel The expenses of delivery must, however, 
be borne indirectly by the customers, and if a large 
proportion of the delivenes are really unnecessary, or his delivery 
organization does not work economically, the addition made to the 
cost of the goods to the customer may be unjustifiable and cause 
the retailers pnees to compare unfavourably with those of his 
competitors 

It is certain that, unless the retailer has a large volume of de- 
hvenes, or his delivenes are confined to the immediate neighbour- 
hood of his shop, the cost of running his own delivery service will 
be greater than that of employing the post, railways, or common 
earners The difference can only be justified if it is offset by more 
satisfactory service to the customers 


retailer selling propnetary articles or common merchandise for 
which the pnees are fixed by the suppliers or by competition may 
Uneconomic ^ money throu gh offering free delivery over a wide 
Delivmei In such cases, the probability is that the re- 

tailer can only afford to give free delivery in the unme 
e neighbourhood of his shop, and, although he can obtain addi 
tiona 1 sales turnover by extending his operations beyond that area, 

w dlStant dehvenes ^ raalte the additional business 
unprofitable 


Ttae u a very definite lurot to ,fie area which delivery vana ran 
tail™- TT* y f rom ttieur * 3ase * beyond this limit the re- 
is a cjrn * U j C 1 6 ^° St ’ railwa ys. or common earners There 
ng endency for retailers to run their vans beyond this 
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economic limit and precautions must be taken to avoid this The 
mistake is usually due to ignorance of working costs and the remedy 
is a study of these costs and the elimination of all uneconomic 
journeys 

In regard to advertising there is no doubt that smart delivery 
vans with courteous and efficient drivers and porters are good 
publicity for a retailer and may influence potential ^ 

customers in favour of dealing with him High-class Publ c ty 
shops whose names are well known and respected 
find that a certain type of customer — the social climber deals 
with them principally because she likes to have their vans calling 
at her house and the employment of hired vans at sale tunes 
frequently leads to complaints from customers whose dignity has 
been offended by the calling of a plain van Some retailers use 
their vans for special event or merchandise advertising by posting 
bulletins on the van bodies 

Sometimes the advertising value of delivery vans is made an 
excuse for running them beyond the limits of economic delivery 
in districts outside the retailer s normal area of influence but this 
is unsound The effectiveness of an advertisement depends upon 
its being seen by potential customers and persons resident in a 
district outside the retailer s area of influence cannot be considered 
potential customers Furthermore if orders secured from distant 
customers as the result of vans calling occasionally in t}ie neig 
hourhood can only be executed at a loss the advertising is un 
profitable 

This does not of course apply to cases in which a retailer as 
some special reason for cultivating a district for example w en 
he contemplates opening a branch there . , 

In regard to safety there are some goods which require s e 
treatment or a special form of conveyance owing to their frag e 
or perishable nature and it may be unsafe to entrust Safety o{ 
such goods to the post railway or common earners Goods 
In these circumstances the retailer must either avoid 
undertaking to deliver these goods or have his own vans an men 

There is the further point that goods which can be sent unpacked 
— or which require very little packing — in the retailer s own vans 
may have to be packed very carefully and very expensive y o 
consignment by railway 
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Some large department stores have to run four separate delivery 
services for (i) drapery goods (a) food (3) furniture and (4) pianos 
while some smaller ones have to restrict their delivery service to 
certain departments 

When a retailer decides to operate his own delivery service it 
is very important for him to establish it as a separate dispatch 
Organ 2 ng department under the control of a manager skilled 
jJJ* m dispatch work and to define the relationship 
Department between tfus and the other departments He must 
not allow the dispatch employees to be ordered about 
by the salesmen or by the managers of the selling departments who 
re no 1 e y to give proper consideration to the cost of the services 
they requisition 

In a small organization the dispatch manager may work under 
the supervision of the proprietor who will settle any difference 
mrZT’r b T etween the dispatch department and the selling de 
wort ,| S n a St ° re °* m °d erate Slze the dispatch manager may 
nf 4 gCnera manager who con troIs the whole selling side 

““ the dispatch manager 

th/ m,hr, " * superintendent who controls the whole ot 
disoatch y services of the house eg premjses maintenance 
dispatch goods reception and telephones 

and spatch ma n a S e r s task is to provide efficiency with economy 
and the work calls or considerable organs, »g ability and dole 
The P ers °nal attention Drivers and porters are not the 
Dispatch ea * iest type of employee to control and any weakness 
anager in ec ion or incompetence on the part of the manager 

on the part of "the' staff * 0 r ' nect ' d m ll!uless and carelessness 

JgZlZr? '” a “ ae " " ho can sum up a difficult situation 
of h™ df? “ de ““ >n “ d *>» Mows the movements 

1 r„ “b. 4 “ r?, work “ d r '^« «■» 

them when they do deV, “ s “ d snlmbles al 

plo > ^Llr“ , r"" n5 , are JUS * “ uecessaiy to a drtpatch em 
be told how 4 d ° a £a " Sni; ‘ n and the men should not merely 
•o pack „ J T, * V ,' h ' dC h '>» *” adda «s customers or how 

oikeTS^™;^ to do “ ■ a »- 

y ers WI 0 fatl to appreciate the fact that 
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the goodwill of their business is in the hands of any employee who 
deals with their customers or handles their goods 
Apart from obvious cases of delay or damage in transit a large 
number of the customers complaints receivec by retailers regard 
ing merchandise are really due to unskilful handling ^ ^ 

or packing of goods which has spoilt their appearance Transit 
and led the customer to be dissatisfied with them 

Flaws in fabrics may be due to them being caught on projec 
tions or rough surfaces taint in foodstuffs may be due to their 
being placed alongside noxious articles in a van and ill fitting 
doors or drawers m furniture may be due to the pieces being dragged 
along the ground or hauled out of a van Familiarity breeds 
contempt and many porters have no regard whatever for the goods 
they are handling their only thought being to get them on or off 
the van as quickly as possible In view of this it is important for 
complaints of damage to be investigated and traced to the in 
viduals responsible 

It is an important principle of dispatch work to reduce c 
handling of the goods to a minimum This saves labour there y 
reducing the wages bill and also lessens the nsk of Redace 
damage Handling 

In most large shops and stores the dispatch depart Minimum 

ment is housed in the basement or sub basement and 
goods lifts connect this floor with the upper floors in which t ese ^8 
departments are housed Light articles may be placed m e 
trucks m the selling departments and taken down the li ts in cm 
to the dispatch department Heavy articles can similarly be carnea 
on platform trucks If this is done the trucks will be wheeled qmwy 
from place to place with a minimum of exertion The goo wi 
kept off the floor and there will be no excuse for throwing g 
goods about or dragging heavy goods along two common sourc 
of damage j. 

In some drapery stores parcel chutes are used to carry t e goo^ 
from the selling departments to the basement but these c u 
only suitable for packed parcels of non fragile goo s ai * 
they are provided there is some danger of their being us 
packed or fragile goods with resultant damage 
In a typical dispatch department the goods sent °' vn r t 
selling departments are received by an inspector wop 
,1 — 
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the sales check or delivery instruction form and scrutinizes it, 
first to see that the consignment has been paid for or sanctioned ; 

second to see that the address is clear and adequate , 
Inspection and third to see whether there are any special de- 
Consignmcnts Uvery instructions He will then turn his attention 
to the goods, check the items with the sales check, 
and examine them as regards condition It everything is in order 
he will initial the sales check or delivery instruction form and 
add the tune the goods amved in the dispatch department. 

This inspection is a heavy responsibility, because some salesmen 
and porters are none too careful in collecting goods for dispatch, 
and once the dispatch department has accepted a consignment it 
will be held responsible for any loss, damage, or delay 

In some cases it may be impossible to give a complete delivery 
of the goods ordered by a customer There may be shortages due 
to mistakes or accidents, to "overselling" the stock, 
° or to delays in executing work orders or in obtaining 

goods specially for customers When it is necessary to send the 
goods that are ready, without waiting for the shortage, care should 
be taken to record the shortage, otherwise it may be overlooked 
If the goods have not yet been charged on a sales check, or the 
sales check can be amended, it is advisable to prepare two sales 
checks, one covering the goods that are ready and the other to cover 
the shortage The first one will go forward with the available goods 
and the other will be held by the salesman until the shortage goods 
amve 

If, however the sales check has already been made out and cannot 
be altered, as in the case of cash transactions, or if the shortage goods 
cannot be charged separately, it is necessary to note the shortage 
on the sales check or delivery instructions and make out a "no 
charge” check, or, preferably, a special "Delivery Extract Note," 
to cover the shortage A suitable form for this purpose is illustrated 
on page 309 

'Delivery Extract Notes" are usually prepared in 
Extract a tn P ,lcate b°° k The original and duplicate are sent 
Notts with the amended sales check or delivery instructions 
to the counting house for sanction, and the triplicate 
is kept in the book for reference After sanction, the amended 
sales check or delivery instruction goes forward with the available 
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goods the original delivery extract note is sent to the person respon- 
sible for obtaining the shortage goods, and the duplicate is kept 
in the counting house tor the records 
Counting house supervision of shortages is most necessary, be- 
cause there is danger of controversies with customers through short- 
ages being charged twice — first when they should have been sent 
and again when they are sent — and there is also danger of their 
not being charged at all, owing to their being crossed off the sales 
check and subsequently being sent “no charge " 

It is advisable to send a letter of apology to the customer in 
connection with shortages, or at least to put a shortage card in 
with the available goods A suitable wording for this 
Apologizing is given below 

Shortage! Efforts should be made to find out when the short- 
age goods will be ready, and the customer should be 
told on which day she may expect to receive them, as this will 
enable her to make her arrangements accordingly and will save 
her the trouble of asking for the information Neglect of this 
courtesy is likely to lead to complaints from customers 

An apology should also be sent when single items cannot be 
delivered within a reasonable time, or when a promise regarding 
delivery cannot be fulfilled 


BROWN & BROWN, Regent Street, W 1 

9 th April. 1931 

Dear Madam, 

We regret that the following item included in your 
esteemed order was not available at the time of dispatching 
this consignment — 

1 Deal Kitchen Cabinet, No 21 
We hope to be able to dispatch this To-morrow { Friday ) 
Apologizing for the delay. 

We remain. 

Your obedient servants, 
BROWN & BROWN 


Mrs Littleton 

JT T he Meadous. Mitcham 
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When the inspector receiving goods into the dispatch department 
is satisfied that everything m connection with them is in order 
he will pass them to the packing section if they have 
tJJga not already been packed and labelled 

The packing room in a department store has to deal 
with a wide variety of goods requiring different treatment and it 
is advisable to divide the room into sections each section dealing 
with a particular class of goods and having packers skilled in 
handling those goods with the appropriate packing material close 
at hand For example there may be separate sections for (i) linens 
soft furnishings overalls etc (2) millinery dresses lampshades 
etc (3) carpets rugs linoleum etc (4) china glass hardware etc 
(5) furniture musical instruments etc and (6) food etc 
If there are railway ot export consignments these must be segre 
gated for special packmg 

Where large quantities of packmg materials are used the stock 
should be kept under lock and key and made the subject of a simple 
card mdex stock record (see page 311) The stock keeper should 
only be allowed to issue materials in exchange foT a written 
requisition sanctioned by the dispatch manager and his records 
should be checked with the stock at frequent intervals A suitable 
form for the requisition is illustrated below The stock keeper 
should prepare a weekly summary showing the cost of the 
material used in each section of the packing room 


REQUISITION FOR SUPPLIES 

To 

Stock keeper Dispatch Department 

No 727 

Date 9/4131 

Stock No 34 

Please supply the following 

I Roll Waterproof Kraft 


Departmental Manager s 

Charge to Packing for ratls 

Ernest Day 

D spatch Manager 

JJ Darby 

Packing Foreman 
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After packing the parcels for districts outside the van delivery 
area will be taken out of the mam flow The small ones e lgible 
for posting are passed to the post clerk who weighs Postmg 

them stamps them and lists them on sheets His parcels 

entries should be checked with tl e parcels and the 
sales checks or delivery instructions by a supervisor and the 
sheets should be countersigned by the supervisor In some shops 
the value of the stamps used is so great that a counting house 
official is sent down to check each consignment before the parcels are 
posted Although the Post Office will check and return a copy of the 
parcel sheets if it is supplied to them they cannot be relied upon 
to draw attention to overstatements regarding the value of the 
stamps used as they are only interested in seeing that sufficient 
postage is prepaid As a further precaution all stamps supplied to 
the dispatch or other departments should be purchased ready 
perforated with the retailer s initials from one of the firms supply 


mg perforated postage stamps 

The post clerk will also fill up the Post Office Trade Charge 
forms for Post Office COD consignments and prepay the tees in 
stamps These should also be checked with the sales checks by e 
supervisor who must satisfy himself that the amount the Post Office 
is instructed to collect is the correct one He must also see that 
parcels which should be sent COD slip through in the ordinary post 
Retailers operating a van delivery service over a wide area m y 
find that it is cheaper safer and more convenient to send some 
small parcels by post than to include them m the ^ ^ ^ 

van delivenes A parcel which could be posted or ^ ernatlTe 
6d may necessitate a van travelling an extra 10 miles Delivering 
and there is a nsk of small parcels being stolen y 

passers by while heavier goods are being unloade n view o 

the van delivery area for small parcels may be ma e s er 
that for large ones or all parcels which can be pos e ° r 
less may be sent by post This is a matter whic can e e 
the discretion of the dispatch manager because he can use this 
alternative facility of posting to balance the volume of van co 
signments sending small parcels by van in slack pen an y 


maybe econom, ally for dd.venng small parcels 

to addresses in the immediate neighbourhood of the shop 
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Some retailers, who do not wish their van porters to handle 
money, send all C O D consignments by post or rail 
The larger parcels and cases for dispatch to places outside the 
van delivery area will be passed to the rail clerk, who will dispatch 
them by the best available railway or earner This 
Consignments man should have a thorough knowledge of the trans- 
er” port facilities offered and of the railway classifications, 
as time and money can be saved by carefully selecting 
the route and desenbing the goods according to the classification 
There are curious anomalies in the railway classifications and ui 
the comparative cost of road and rail consignments 
In considering the relative costs of road and rail deliveries, it 
must be borne m mmd that, with many classes of merchandise, 
much more careful and expensive packing is necessary for rail 
than for road delivery 

The rad clerk’s consignment sheets and his instructions to his 
earners regarding delivery or C O D collections should be checked 
with the sales checks or delivery instructions by a supervisor before 
the goods are sent off 

The main flow of parcels for delivery by van will go to the dispatch 
shed, which is usually divided into bays or sections, one for each 
van "territory’ The parcels are sorted according 
Territories to temtory, and the sales checks or delivery instruc, 
tions are ' posted" in boxes representing the different 
temtones, ready for the delivery sheets to be made out from them 
The division of the delivery area into temtones is often a difficult 
problem for the dispatch manager, especially if he has a collection 
of vehicles of varying capacity and speed, as is often, the case The 
fastest vehicles must be given the longest journeys, and the largest 
vehicles the heaviest loads 

In most cases it is advisable to give each temtory a regular van, 
driver, and porter This enables the men to become familiar with 
the temtory, with the loading and driving of the van, and with 
one another s methods The dnver is responsible for his engine or 
horses and the porter is responsible for his customers, so far as their 
satisfaction with the delivery service is concerned 
It is, however important to make the boundaries of the temtones 
flexible, in order to permit of loads being “spread over" and so 
apportioned more equally amongst the vans If the boundaries are 
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Prepared by IP Doolty Checked by A Walsh Inspected alter delivery by Enust Day 

Dispatch Manager 
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closely defined, the porters may object to taking parcels to places 
outside their temtory 

The van porters' instructions nearly always take the form of 
Delivery Sheets, similar to that illustrated on page 315 A clerk 
takes the sales checks or delivery instructions from 
Sheets 7 the box for the territory, sorts them mto the most 
convenient order of calling, and then enters them on 
the delivery sheet This sorting, or ‘‘routing/' as it is called, is 
a simple matter, provided the clerk knows the territories, and it 
is a great help to the porters If the delivery sheets are not routed 
for them the porters will probably stop somewhere on the road 
to make out their own lists of calls, which is a great waste of time 


and an excuse for loitering 

It is customary for the delivery sheets to be prepared in duplicate 
books, and for the carbon copies to be left in the book for reference. 
The dispatch department's copies of the sales checks or delivery 
instructions will be filed m a " Deliveries in Progress " file, pending 
the return of the original delivery sheets after the deliveries have 
been made 

When the delivery sheets are ready, a supervisor should check 
them with the sales checks or delivery instructions, paying par- 
ticular attention to C O D consignments He should then check 
the delivery sheets with the parcels, m collaboration with the van 
porters, as from this point the porters must assume responsibility 
for the goods It may be advisable to stick special “COD" labels 
on parcels which have to be paid for on debvery, as a reminder 
to the porter 

In order to prevent confusion and dishonesty the reception doors 
of the dispatch sheds should be closed before the delivery sheets 


" Closing ” 
for Dispatch 


are checked with the parcels, and kept closed until 
the vans have left Unless this is done, there is danger 
of late parcels being brought m after the sheets have 


been made out, and passed on to the vans without being recorded 


Another objection to allowing late parcels to drift mto the dis- 


patch shed 3 while loading is in progress is that it delays the departure 
of the vans There is an 'art” in loading a van so as to economize 


space, to protect the goods from damage, and to place them in con- 


venient position for unloading as teamed, and a porter may have to 
empty and reload his van in order toaccommodate a lat e consignment. 
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The dispatch manager can always make an exception in the case 
of an extremely important late consignment but apart from this 
reception for the various deliveries should close at Ggtting the 
stated times, and the vans should be sent away as Vails ^way 
soon as possible afterwards 

It is very important for the dispatch manager or a deputy with 
full authority, to watch the vans being loaded and prepared for the 
road, to settle immediately any queries which may arise and to 
send the vans away as soon as they are ready Unless this super 
vis’on is given, porters, drivers, and clerks are prone to waste time 
in gossiping or arguing over minor details 

Although drivers as a rule, are paid higher wages than porters 
it is advisable to place the porters in charge of the vans and to make 
this position clear, so that the porter can tell the ^ DrivefJ 
dnver where to go, fix and limit meal times in accord ^ porters 
ance with the regulations of the department and call 
upon the dnver for assistance in loading and unloading when 


necessary , 

In some cases the dispatch department may requisition th 
vans and dnvers from a separate transport department or h 
them from outside contractors, but the porters should ^always be 
direct employees and accredited representatives o t e S P 
department Casual employees should never be emp oye as v 
porters, because, apart from being entrusted wit t e va 
its contents, the porter has access to customers houses 311 
retailer will be held morally, if not legally, responsible for anyth g 


the porter does , 

The appearance of the timers and porters is a ma 
importance, and they should be encouraged to keep et ^ 
clean and neat, also to keep their vans in good condition Somelag 
stores hold "inspections" of their dispatch fleet seve 
year and present attractive money pmes to the sma es 
In addition to collecting goods from customers e po 
have to bring back goods which cannot be delivere 0 g 
insufficient address, customer s refusal to accept de 
Uvery, or inability to pay COD charges, or to K°n e ^7 
there being no one at the address for delivery 
Owing to the servant problem and the attraction or 
of matinees, bndge parties, golf, tennis, and motoring many 
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suburban villas are left unoccupied for long periods of the day, and a 
van delivering drapery goods or furniture in the afternoon may be 
unable to deliver a large proportion oi its load In some cases 
three or four visits may have to be made to a house before goods 
can be delivered This is a strong argument in favour of getting 
the suburban deliveries away as early as possible in the mornings, 
and of posting small parcels to outlying districts which cannot be 
reached until the afternoon 

Some van porters show great ingenuity in gettmg goods "de 
hvered ' by putting them through windows, leaving them at neigh- 
bouring houses, or entrusting them to local tradesmen 
Delnrene* for delivery, and writing a "fake” signature on the 
delivery sheet Such irregular practices must be ex- 
pected if, as is often the case, the dispatch manager grumbles at 
the van porters bringing back goods His desire to get the goods 
off his hands is natural, but irregular methods of delivery lead 
to complaints, controversies, and losses, and therefore should be 
discouraged 

It follows that the signatures on the delivery sheets should be 
scrutinized closely, and where van porters are allowed in exceptional 
circumstances to leave goods without a signature, they should be 
instructed to state, in the signature column, exactly what they 
did with the goods Where goods cannot be delivered, the porters 
should write ‘ Brought back * in the signature column and give 
the reason 

Porters should be provided with “non delivery” cards to put into 
the letter boxes of houses at which they cannot obtain an answer 
Notif me ^ sult able wording is given on page 319 
Customers This message shows the customer that the retailer 
Deliveries ls not *° blame f° r the non delivery, and will save 
her making a complaint It should also be a safeguard 
against a second unsuccessful attempt at delivery, as most customers 
would telephone if they found that they would have to be out at 
the tune mentioned on the card 

When the vans return to the dispatch shed, a supervisor checks 
their delivery sheets and examines any goods brought back Where 
these goods are returned became the porter could not obtain an 
answer or the customer conld not pay COD charges at the time 
of delivery, the goods will be taken to the dispatch bays for the 
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next deliveries and the dispatch copies of the sales checks or delivery 
instructions will be taken out of the Deliveries in Progress file 
and put into the boxes ready to be entered on the next delivery 
sheets 


Smith & Jones called to deliver goods but found 
no one at home The next delivery will be 
to morrow morning about 11 0 clock Kindly 
telephone Seafield 9027 if this is not convenient 


The dispatch department s copies of the sales checks or delivery 
instructions in respect of which deliveries have successfully been 
made will be attached to the dispatch sheets and may be sent to 
the counting house for inspection 

Where motor vehicles are used it will be advisable to exercise 
some supervision m order to prevent the drivers wasting time or 
petrol driving in a manner likely to injure the motors 
or damage the goods or committing any legal offence Co ^° 1 r of 

The Road Traffic Act of 1930 gives particular atten vehicle* 
tion to the running of commercial vehicles and should 
be studied closely by retailers and their dispatch managers It 
fixes a scale of speed limits for commercial vehicles varying 
according to the weight unladen and the kind of tyres fitted and it 
also limits the time for which drivers of commercial vehicles may 
remain continuously on duty 

A driver must not be on duty continuously for more than 5 J hours 
without an interval of at least half an hour for rest and refreshment 
and he must not be on duty for more than 11 hours in Limjt 
any period of 24 hours commencing from 2am Continuous 
Furthermore he must have at least 10 consecutive 
hours for rest in any period of twenty four hours 
calculated from the commencement of any period of dut> although 
9 consecutive hours rest is sufficient if he has 12 consecutive hours 
rest m the following penod of twenty four hours 

Apart from seeing that his drivers do not commit legal offences 
the retailer may have to take steps to prevent them joy riding 
off their route loitering at public houses coflee shops or other 
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places, giving " lifts ' to unauthorized persons, or carrying parcels 
for other people Some of the largest department stores employ 
inspectors in plain clothes equipped with motor- 
Supemsion c y c ^ es to tour the delivery area and watch the vans, 
following any driver who is under suspicion of irregu- 
lar conduct 

Milometers fitted to the wheels , or incorporated in the speedo- 
meters, are commonly used to record the number of miles the 
vans travel and some retailers fit "control clocks," which record 
on paper the periods during which the vans are moving and the 
times and length of the stops and will, therefore, betray drivers 
who loiter at coffee shops and then dnve at excessive speeds to 
catch up to their schedule time 

Petrol and oil consumption is a further check on the number of 
miles run and the way m which the vans have been driven, although 
some drivers would not hesitate to supply their own petrol and 
oil for an extensive joy nde 

In many cases, van drivers have to keep 'log books" giving a 
brief summary of each day’s work, with the milometer and petrol 
gauge readings at the beginning and end of the day. 
Log Books and notes °* any accidents or breakdowns or of faults 
developing in the motor A specimen form of "Dri- 
ver's Log Book ’ is illustrated on page 321 TTie log book is generally 
a duplicate book . the driver hands in the original at night on leaving 
hts van at the garage and keeps the duplicate in his book 
The time keeper at the garage checks the milometer and petrol 
gauge readings as the vans enter or leave the garage Most garages 
now have private petrol and oil pumps and the vans are filled up 
every morning before starting out 

One advantage of the log book system is that it encourages the 
drivers to take an interest m their mileage and petrol consumption 
In some organizations "targets" are set for miles to 
Economical the 6 allon petrol and oil, and for the "life" of 
Dnnng tyres in miles, and the drivers who improve upon 
their targets — a sign of careful and economical driving 
— receive attractive bonuses 

Another advantage is that the log books provide figures which 
enable the comparative cost of the various journeys to be ascertained, 
also the comparative cost of different types of vehicle used. The 
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log-books are also a check on the qoant.ties of petrol need 1 by ^the 
organization as a whole, because the total quantify is each 
day must agree with the total of the quantities acknowledge y 
the drivers in their log books 


I on 

DRIVER’S DAILY LOG 

Dover Higgins 

Journey S E 

Van No 11 Date 14141 31 

Porter Briggs 

Gauge Readings 

Summary of Day s Movements 

Milometer 

On leaving 
garage . 7.193 
On return . 7.217 

Miles run . 61 

Left garage ‘ >» Amvrf .top ’ l> 

Left shop 9 15 

Deliveries or collections in 

EUPhanl, Camberwell. Dulwich Sy^am. 

Forest Hill. Peckham Rye Old Kent Road 

Petrol 

Last night's 
reading . 1 

Drawn 1 

S 

On return . 5 

Used . 3 

Miles per 

gallon . 13 

, k .v ft to 1 IS at Waterloo Road 

Deliveries or collections in 

“'“f S,d,.h.m. 
Penge. Forest Hill. Camberwell 

T , , 5 to 515 at Walworth Road 

Amvrf .top «S LcttAop 5 1» 

Arrived garage 5 25 

Checked by ' 

It. Simpson 
Timekeeper 

Breakdowns, accidents, or faults 

Engine finhing on h.tls-ue'd, decarbonising 
~ 


Driver's signature 

B Higgins 
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It is vitally important for accurate stock records, similar to that 
illustrated on page 311, to be kept, covering all the oil, petrol, 
tyres, spares, and accessories stocked m the garage. 
Supply as there is great scope for trafficking and pilfering. 
Stocks especially when employees or customers are allowed 
to park their private cars in the garage during the day. 

The garage stores should be kept under lock and key in a special 
room, in charge of a stock keeper who can be trusted, and should 
only be issued in exchange for wntten requisitions signed by the 
garage master The form of requisition illustrated on page 312 is 
suitable for this purpose A counting house official should audit 
the stock records regularly, checking the entries " m ” (goods received 
into stock) with the suppliers' mvoices, and the entries " out ” (goods 
issued) with the requisitions 

Where a large number of motor vehicles are in use, the garage 
organization will usually include a garage master who is a skilled 
G«ra e automobile engineer, and a staff of mechanics, fitters, 
OfgJui»t*on & reasers and cleaners, whose duty it will be to keep 
the delivery fleet in good repair and working condition 
In periods of slack business the vans will be "rested" in rotation 
for overhaul and repair, and in rush periods, when every available 
van is engaged, the inside men will act as auxiliary drivers 

As both dispatch and garage operations require close personal 
supervision, and one manager cannot be in two places at once, 
there is a strong case for creating a separate ” transport ” or " garage" 
department the manager of which wnll be responsible for the main- 
tenance of the fleet and the selection and training of the drivers. The 
transport department will then supply vans and drivers to the dis- 
patch department as required, and, m some cases, will also supply 
them to other departments and to branches 


There should be no difficulty in de fining the relative powers and 
responsibilities of the dispatch and transport managers If, for 
Relations exam P le * tlie dispatch manager orders eight vans to 
Between ** at dispatch shed at 830am, the transport 
D tr^p 0 rt d manager has t0 that ^ey are there at that tune 
Department* On tbeir arrival, they come under the authority of 
the dispatch manager, who is responsible for full and 
proper use being made of them during the day and for their being 
re time to the garage as soon as their day’s work is finished 
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rts, however, the transport manager is responsible for the con- 
dition of the vans, he will be held responsible for any mechanical 
breakdowns and for any uneconomical running " Running" in this 
case means actual miles run the transport manager is not respon- 
sible for the cost per consignment as this depends upon circumstances 
outside his control, e g the routing and loading of the vans, the 
efficiency of the porters, and the quantity and nature of the goods 
earned The cost of petrol, oil tyres and repairs per mile run is. 
however, an indication of the efficiency of the driver and of the 
maintenance service at the garage 
It is not necessary for a retailer to own or maintain his delivery 
vans In most large towns there are transport contractors who will 
either hire their vans to the retailer, fitting and 
painting bodies to meet his requirements, or maintain v»ns 8 
his vans for him at a fixed charge These contractors 
usually supply the drivers, and they scr\c the dispatch manager 
with vans in precisely the same way as an internal transport depart- 
ment would do 

The question of whether it will pay a retailer better to ha\c his 
own garage organization and vans or to hire vans by contract from 
outside contractors depends upon his circumstances The outside 
contractor’s service is most attractive when the retailer has no garage 
accommodation or \ ans and is unable or unwilling to invest capital 
in purchasing them As the contractor s charges arc largely based 
on the prospective life of the car they appear more reasonable 
to the retailer with heavy loads and mileage — and therefore rapid 
depreciation of vans — than to the retailer who has only light work 
to do and could therefore, make a van last for considerably more 
than the average "life 

The retailer also has to consider the question of how the 
services of the transport manager and organization he could 
afford would compare with those offered him bj the local 
contractors 

Dispatch costs are watched very closely m big retail establish- 
ments and are often the subject of voluminous statistical reports 
As the preparation of such reports entails a con- 
siderable amount of work, and therefore considerable co-uinj h 
clerical expense, it is important for the facts and 
figures to be marshalled with a definite object in view 
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The objects of dispatch costing may include the following— 

1 Comparison of the costs with the expense target set for the 
dispatch department by the management 

2 Showing the dispatch costs as a percentage of the sales turnover. 

3 Ascertaining the comparative cost per consignment of different 
methods of delivery 

4 Ascertaining the comparative cost of different delivery journeys. 

5 Ascertaining the comparative cost of different types or makes 
of commercial vehicles 

The total costs of the dispatch operations for any period may 
be found by adding together the wages and other payments in 
cash, the cost of all materials used, and the correct 
Costs' proportion of all establishment , overhead, or deprecia- 
tion charges 

All these items will probably be charged by the counting house 
to a ' Dispatch Expenses" account m the nominal ledger — the cash 
disbursements as the payments are made, the materials as they 
are used, and the apportionments as they are made at the end 
of each financial period 

It is probable, however, that the counting house figures will not 
be prepared often enough or quickly enough to enable the dispatch 
costs to be watched closely and, in that fevent, the dispatch depart- 
ment must report its costs weekly, providing figures that can after- 
wards be verified with the counting house figures A form suitable 
for this report is illustrated on page 325 

The " vehicle costs ’ will either be the amount paid for hire, or the 
all in establishment and maintenance costs oi the garage and 
vehicles The garage clerks usually keep a "cost 
'costs* ledger ’ with a separate account for each vehicle em- 
ployed To this account are charged the motor tax 
and any other payments in connection with the vehicle, the cost of 
all labour and material used in repairing and maintaining it, a charge 
for '‘depreciation,’’ which will enable the original cost of the vehicle 
to be written off during its working * life,’ and a proportion of the 
garage rent, rates, lighting, heating, water, supervisory and clerical 
wages, and other overhead expenses The whole of the garage over- 
head expenses will thus be spread over the vehicles 

Sy dividing the average cost ot‘ a ve/ucfe for any period &y t'fie 
number of working days in the period, a basic cost per day for the 
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DISPATCH COSTS STATEMENT 

Week Ended 25th Apn! 193 * 


Description j 

~ 1 

Number of 
Consign 

meats 

Cost per 
Consign 
ment 

DELIVERY FLEET 

Vehicle costs 

Dnvers and porters 1 

Petrol and oil 

Incidental expenses 

Rail consignments 

Post consignments 

PACKING 

Wages 

Matenals 

Inside porters 

Management and clerks 
Sundry expenses 

Overhead expenses 

Total 

£ 

60 

74 

iS 

4 

3 

>3 

d 

4 

10 


Pence 

85 

26 

7 

157 

53 

7 

16 

” 

1 686 

3*o 

494 

39 8 

£*33 

5 


* 50° 

22 * 

28 

*5 

— 

7 

12 

6 


* 7 

1 5 

£43 

19 

10 


4 * 

18 

5 

7 

5 

8 


> 7 

5 

7 

£5« 

16 

8 


5 

£3*9 

- 

- 

— 

31 6 


vehicle is arrived at and this basic cost plus the c0 ^° ft 
and porter s wages the petrol and oil actually and ac- 
cidental expenses incurred on the road is charge 
on which the van has been engaged «immam 

The cost of the packing matenals used wU j'eh^^ekly'appes 
mg the requisitions issued during the period a agrecd 

tionment of overhead expenses will be a figu p 
by the counting house 
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The weekly cost reports of the dispatch department may be com 
pared with a target previously determined by the management 
with the previous week s figures or with the figures 
^'ctets* ve of the corresponding period for the previous year but 
these figures will only be a true test of the efficiency 
of the dispatch department when the volume of deliveries is taken 
into account The dispatch costs may therefore be compared with 
the sales turnover for the week and be expressed as a percentage of 
that turnover Furthermore the target may be a percentage of 
the sales turnover instead of an amount eg if the sales average 
£5000 per week and the dispatch costs average £ 100 per week 
the target may be made 2 per cent of sales instead of £100 per 
week in order to allow for fluctuations 
However deliveries do not always fluctuate in proportion to sales 
turnover A bargain sale in which large quantities of low priced 
goods are sold may increase the number of deliveries to a very much 
greater extent than the sales figure would suggest owing to the 
average check being so much lower On the other hand a 
special event staged in a department selling small goods which 
are taken away by customers may add very considerably to the 
sales turnover without adding to the number of deliveries 

In department stores therefore it is advisable for the number 
of consignments handled by the dispatch department to be re 
corded and the cost per consignment ascertained by 
Consignment dividing the number of consignments for each week 
into the total costs for the week The target may 
then be so much per consignment 

By analysing the number of consignments and the costs the com 
parative cost of road rail and post consignments may be ascer 
tamed and by further analysis the cost per consignment for each 
delivery territory or journey can be found 
Cost per consignment figures for the various journeys not only 
draw attention to uneconomic journeys but also enable comparisons 
to be made between the cost of delivery by different tyjpes or makes 
of vehicle The more powerful vehicles will naturally have a higher 
cost per day but their greater capacity or speed should enable them 
to handle a larger number of consignments per day By testing 
different types of vehicles rtn diffenwf fsa/xejs aw? notching fbe- 
cost per consignment the best type of vehicle for each journey 
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may be discovered and uneconomic journey s or uneconomic vehicles 
eliminated 

The miles run by the vehicles as recorded in the drivers daily 
logs may be divided into the cost of maintaining and running them 
in order to find the all in cost per mile a figure which is valuable 
m comparing the relative efficiency of different types of vehicles 
doing similar journeys and of different drivers doing similar journeys 
on the same type of v ehicles 



CHAPTER XV 


MAIL ORDERS 

In introducing the subject of delivery service, distinction was made 
between delivery service given discnminately to individual custo- 
mers and delivery service offered broadcast as a sales promotion 
policy 

The same distinction must be made m introducing the subject 
of mail order service The retailer who is prepared to execute orders 
received by post from customers living, or staying temporarily, at 
a distance from his shop, and who judges each case on its merits 
with regard to the conditions in which he will execute such orders, 
or the charges, ii any, he will make to cover postage and packing, 
is in a very different position from the retailer who solicits mail 
orders from distant customers by advertising in the national news- 
papers or circularizing potential customers outside his own district, 
and organizes his business or a section of it, on mail order lines, 
with terms and prices arranged accordingly 

In some countries families living in isolated places are dependent 
upon mail order service for their supplies of commonplace mer- 
chandise, but this isolation is rarely met with in the 
% ? C0 P* British Isles In England and Wales, in particular, 
Business 01111 order trading is almost confined to merchandise 
of a distinctive character and is, therefore, mainly 
in the hands of specialist shops and of manufacturers who serve 
the public directly 

Successful specialization increases the area of influence of a retail 
business beyond the neighbourhood of a shop and customers who 
cannot come to the shop or be visited by a salesman must be served 
through the post Retailers who offer a distinctive service, or 
market distinctive lines of special merit under their own names, 
almost invariably develop a mail order side to their business 
A few existing mail order businesses were organized primarily to 
serve customers through the post but the majority of retailers now 
transacting business through the post have built up their mail order 
business gradually as an auxiliary to their shop or ' counter ’ trade 
328 
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Mail order service enables discriminating people to deal with the 
retailers who cater especially for them, regardless of the distance 
between customer and retailer If such people are obligatory 
willing to buy through the post, they expect the re- Postal 
tailer to be willing to sell through the post, so that Str7lce 
postal service is almost an obligation of the specialist retailer 

The man-about town who is a connoisseur of cigars buys his 
supplies from a firm specializing m fine quahty cigars When he 
is m the country or abroad he expects to be able to obtain his 
supplies through the post from the same firm Ordinary tobacconists 
cannot cater for this type of customer, who would rather go without 
his cigars than smoke something not exactly suited to his tastes 

This illustration has a parallel in nearly all trades The draper 
or milliner specializing in new fashions, the grocer specializing in 
uncommon delicacies, the furnisher specializing in period or ultra- 
modern styles — to give only a few examples — must all be prepared 
to execute post orders efficiently and on terms acceptable to the 
customers, otherwise they will annoy their customers and lose 
business 

It does not follow that, because a retailer receives orders through 
the post from certain distant customers, he can profitably broadcast 
an offer of mail order service The expenses of corre- 
spondence and distant delivery may make mail order Ewnomus 
service unprofitable to him," and the degree of special- 
ization in his service may not be sufficient to justify the customer 
paying these expenses Furthermore, although his margin of profit 
may be sufficient to enable him to execute mad orders without charg 
ing the expenses to the customers, or by charging them the bare 
carnage or postage on the goods, this margin may not be sufficient 
to cover the cost of the special advertising necessary to solicit mad 
orders from distant potential customers. 

This is a pitfall for ambitious retaders, many of whom rush into 
unprofitable mad order business as a result of being unduly flattered 
by unsolicited mad orders 

This difficulty may be illustrated as follows A local grocer blends 
a special tea for sale under his own name at 3s per lb , and it 
proves very popular amongst his customers A number of customers 
move to other districts and continue to buy this tea from him 
through the post The probability is that they would not expect 
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to order more than I lb at a time, or to pay the postage on such 
orders (6d) In other words, his special tea would cease to be 
When Mill at * ractive to them at 39 6d per lb or if they had to 
Order* Are order it in large quantities # Now the retailer might 
Unprofitable ^ bear the cost of postage, sacrificing 

some of his gross profit, in view of the additional turnover repre- 
sented by these mail orders and the prestige they give to his tea, 
and he might even be tempted to spend money m advertising the 
tea outside the normal area of his business and soliciting mail orders 
If he did this, he would probably have to employ a special staff 
to deal with mail orders and the inevitable correspondence in con- 
nection with them, and this additional expense, coupled with the 
expense of advertising, might make the mail order business unprofit- 
able, even if he adjusted his prices to make the new customers bear 
the cost bf postage, or contribute towards it 
The factors which a retailer should consider in contemplating 
mail order business include the following (1) the degree of special 
Factor* In 12atI0n m ^' ls business, 1 e the true merit of the service 
Contemplating which he can offer to distant customers, in comparison 
wlt * 1 t * ie service *hey can obtain from their local shops 
or from other mail order houses, {2) the expenses 
of the mail order service he has in mind, the extent to which he 
can make his mail order customers contribute to these expenses, 
and the relation to his gross profits of the proportion of these ex- 
penses which he must bear (3) the feasibility of his being able 
to get into touch with potential customers likely to be attracted 
by his mail order service, and the probable cost of soliciting their 
orders by Press or direct mail advertising , (4) the extent to which 
his staff can handle mail orders, the special staff which might have 
to be employed and the cost of that staff, also of the equipment 
they would need (5) the effect, upon his normal business, of the 
development of a mail order business and especially of any adjust- 
ments of service or prices to local customers which might have to 
be made in order to facilitate the development of mail order business 
The retailer should have no difficulty in ascertain- 
St Dema*L^ h * mg the terms upon which he can profitably give mail 
order service of his distinctive hnes to distant cus- 
tomers — his expen ence m serving customers who have moved 
away from his neighbourhood may be a guide in regard to this — 
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but he may have considerable difficulty in gauging the attractive- 
ness of his service to distant potential customers and his experience 
with" removed " customers may not be a safe guide m this connection 

He must bear in mind that “removed” customers know his shop 
and his merchandise and therefore have confidence m ordering by 
post) whereas it may be exceedingly difficult for him to represent 
his shop, his service or his merchandise adequately in advertising 
or to inspire confidence in strangers Confidence is ail important 
in mail order trading, which explains why the great London depart- 
ment stores, whose names are ‘household words throughout the 
country, can successfully develop this form of business 

There is the further pomt that removed customers may continue 
to deal with a shop for sentimental reasons or because their business 
is confidential and they do not wish to entrust it to strange shops 
These are circumstances which operate against a mail order trader 
who solicits business from potential customers who are strangers 
to him 

In many cases the only satisfactoiy way to explore the possi- 
bilities of mail order business is to make a senes of practical tests, 
excluding from the tests any existing mail order 
customers Emphasis must be laid upon the need for 
a series of tests, because it may be necessary to make 
a senes of appeals to a potential customer before she can be per- 
suaded to send her order, and also because, in most cases, the cost 
of obtaining mad order customers cannot be recovered on single 
orders and the test is therefore whether regular mad order customers 
can be obtained, and incidentally whether the mail order trader’s 
competition can be met by the customers’ local shops In planning 
sales policy it may be even more dangerous to rely on incomplete 
tests than to rely on guesswork 

Mail order service cannot compete with personal or counter 
service when the goods offered and the prices charged are the same 
m both cases It is a simple and pleasant task for a 
customer to go into a local shop and make a purchase, „ 
or to telephone her orders, but the average housewife femce^ 
has a dread of letter writing and finds it irksome 
and inconvenient to buy through the post 

Another great disadvantage of postal shopping is that the cus- 
tomer cannot see the goods she is ordering and, unless she has 
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an account with the trader, cannot inspect the goods before she 
pays for them It is no exaggeration to say that the majority of 
people cannot be induced to buy through the post, except on very 
special occasions, and this is a great handicap to the mail order 
trader 

Even mail order traders who supply goods of especial merit which 
cannot be obtained elsewhere find that their regular customers put 
off writing for goods day after day until their need for them becomes 
acute In the case of luxuries or occasional requirements, the poten- 
tial customers’ procrastination often leads to orders being lost, 
as their interest in the mail order trader s offer evaporates before 
they can make up their mind to write 
There is the further disadvantage that the process of buying 
through the post is a comparatively slow one It takes, on average, 
a day for the customer's order to reach the retailer 

Sho* 1 m and a day tbe 8°°^ to reach the castomer ' and 
Delays E to this minimum penod of two days must be added 
the time the retailer takes to execute the order Some 
retailers who handle a large volume of mail orders all the year round 
and are properly organized for this work make it a rule to execute 
all orders on the day they are received, but many drapers and fur- 
nishers who only offer "postal bargains ' at "sale ' tunes are unable 
to cope with the work until the rush of counter orders in the shop 
has abated, and in these circumstances it is not uncommon for a 
mail order customer to have to wait a week or ten days for her 
goods Meanwhile, she is becoming impatient and may regret not 
having made her purchase at a local shop 

Another disadvantage of postal shopping is that a comparatively 
large quantity of goods may have to be ordered at a tune Most 
retailers find it necessary to charge customers the 
Individual carna § e or postage on small quantities, and encourage 
Orders their customers to order larger quantities, by offering 
free delivery on orders to the value of, say, £l or 
over, the amount varying according to the class of goods and the 
margin of profit 

This contrasts very unfavourably with the local shopkeeper s 
willingness to supply just the quantity the customer requires, and 
may decide many customers against baying even the most attractive 
merchandise through the post In view of this, the fixing of the 
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minimum value for free delivery is a vitally important problem, 
and the mail order trader must study his costs closely and work 
economically m order to keep the minimum as low as possible Some 
retailers solve the problem by omitting from their mad order offers 
or catalogues any low-pnced articles which are likely to be ordered 
separately and by making up attractive mixed parcels of "assorted “ 
lines They are then able to offer free delivery of all orders, an 
important advertising point 

A retailer who conducts a mail order service may find that only 
a limited number of his lines can be offered to his mail order cus- 
tomers, because many articles are not suitable for 
sale by post He may also find that only a few of Sdertmg; 
his lines are favoured by his mail order customers, Lines 
because these are the only lines which they cannot 
obtain locally, and that hts sales of these lines quickly fall off owing 
to his competition being met by local shopkeepers 

The local shopkeeper has a considerable advantage m being in 
close touch with his customers who may be expected to advise 
him of the offers made to them by mail order traders, giving him 
an opportunity to meet their competition, if he can Customers 
often take mail order catalogues to a local shopkeeper and ask 
him to obtain the goods that mterest them, because they do not 
like to send their business out of the town, do not wish to go to the 
trouble of buying through the post, are reluctant to send money 
or orders to a firm they do not know, or wish to see the goods before 
they buy them Sentiment, convenience or credit facilities may 
tie the customer to a local shop 

Profiteering by shopkeepers in country towns and villages, coupled 
with their conservatism in regard to new lines, has played into 
the hands of mail order traders to a very great extent, 
but such remarks from customers as " I am gettmg The ^ ^ 
my Chnstmas presents from a London store this year Advantage 
as you have nothing new or " I can buy these from 
a shop in Bond Street for ios 6 d , and you are charging 12s nd ” 
give the local shopkeeper an opportunity to obtain similar goods 
or adjust his prices and so retain or regain his customer A local 
shopkeeper can study the mail order trader s catalogues, but the 
mail order trader cannot follow the local shopkeeper s counter moves 

It follows that a retailer who sets out to build up a mail order 
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business must be sure either that the goods he is offering cannot 
be obtained and sold at the same pnce by local shopkeepers or 
that he can continually offer his customers new lines such as novel 
ties or fashion goods which are not yet obtainable by ordinary 
shops Unless he makes sure of this there is danger of his losing 
motley by going to the expense of securing customers who only 
place one order a sign either that they are dissatisfied with his 
service or that local retailers have met his competition 
Assuming that a retailer is sure of his merchandise and has 
ascertained the prices and terms on which he can offer it to mail 
Organizing or ^ et customers his next step will be to organize his 
Mail Order service The above notes on the disadvantages of 
Serwee ma ii order service suggest four important points to 
be taken care of in planning the organization and system 

1 The potential customers must be selected carefully and ap 
proached in the most direct manner possible in order to avoid 
waste m advertising and to economize on sales promotion costs 

2 It must be made as easy as possible for customers to send 
in their orders in view of their natural aversion to writing letters 

3 Special attention must be given to the execution of matl orders 
in order not to keep the customers waiting for the goods 

4 Wherever possible the personal touch — in the form of 
written salesmanship — should be introduced into the transactions 
in order to eliminate the restraint which is normally characteristic 
of dealings by post between strangers 

In a large organization it will be advisable to set up a special 
Mail Order Department to develop the postal shopping service 
solicit mail orders and supervise their execution 

.. 7^15 , conduct the correspondence with customers and 
Mail Order . r , __ . „ 

Department answer inquiries from potential customers The staff 
of this department will probably consist of clerks 
but the manager should be a capable sales promotion manager with 
broad vision and the ability to find potential customers to plan 
postal selling campaigns and turn prospects and inquiries into ciders 
It is a great mistake to place a clerk tn charge of a mail order de 
partment even if the routine work has been systematized as mail 
order service needs the close supervision of someone with the 
saMnrig msYmiA Vno can recognize and make the most o'l sales 
opportunities 
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Finding potential customers is usually one of the mad order 
manager s most difficult tasks and it is in this respect in particular 
that sales initiative is necessary There is also the 
need for close co-operation between the mad order Potentia j 
department and the advertising department Customers 

In Chapter IX it has been pointed out that the 
purpose- of advertising in its various forms is to extend t eareao 
influence of a business and also to intensify its local influence 
thus bringing the retailer s shop service and mere an lse o 
notice of everyone who can conveniently deal with him 
Press and direct mail publicity used for this purpose mzy ring 
the retader a number of post orders or inquiries an ese 
orders and inquiries from removed customers will form the 
nucleus of the mad order connection 
The first step m the mad order campaign may therefore be to 
extend the area covered by the advertising programm 
advertisements in newspapers with a wider circulation than hose 
previously used or in local newspapers circulating m neig 
districts The distribution of sales literature by pos y 
extended by using directories for districts adjoining 

In making these extensions the retader may C or 
inauguration of the postal shopping service an a 
porate in his advertisements some reference to Advertising 

service e g Special attention is given to post orders Mall 0 rd« 

or You may order by post with confidence The Semce 

terms upon which post orders wdl be execute may 
be mentioned in the advertisements e g by a 
or postage 6d extra to the individual pnee. or makmg ^som 
such statement as All goods sent post free or Goods to the 

value of (i and over are sent post free , d f u r 

Some important retaders notably those m e orders 

nishmg trades do not consider it good policy 0 lt muc h 

in their advertisements because in their case y g These 
more satisfactory for the customer to come 0 postal 

Mailers find that ,t is hard for them *” 0 , 

service owing to the difficulty of describing ^ fte ^ 
merchandise m their advertisements or dorng J 
This may result in mad order customers bnyrng goods wh.ch 
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not exactly suited to their requirements, and consequently being 
dissatisfied 

There is the further objection that mail order customers do not 
have the salesman's personal attention and advice and, therefore, 
may not spend nearly so much money as if they came 
Postal to S ^°P A. customer who buys a 35 guinea bed- 
Shopping room suite by post might easily be sold a 50-guinea 
Encouraged su,te m shop, and other articles might also be 
introduced to her 

In view of this, some retailers would far rather pay the customer’s 
fare to the shop than deal with her through the post, and they 
actually make this offer m their advertisements Other retailers 
qualify their offer of postal service by advising a personal visit, 
eg" You may order by post with confidence, but it is better to come 
and make your selection from our full range of models 
Retailers who have a monopoly of certain attractive lines, and 
also manufacturers who serve the public directly, may cover the 
whole country by advertising in the "national’ daily 
N presT* newspapers, or in periodicals appealing particularly 
Adrertising to the class of customer most likely to be interested 
in their goods For example high-class milliners or 
dressmakers may advertise m the ’society illustrated weeklies, 
retailers selling working-class clothing may use the working-class 
journals wireless dealers may use the periodicals which cater spe 
cially for wireless enthusiasts, and sports goods dealers may use the 
sporting papers 

Mail order traders selling goods which appeal to certain types of 
business or professional men are fortunate in being able to obtain 
classified directories or lists of members of professional societies 
which are, from their point of view, lists of potential customers 
These retailers can approach their potential customers directly, 
by sending sales literature through the post It may cost more 
per head, m some cases to approach potential customers by direct 
mad than by inserting advertisements in papers read by them, 
but the direct mad method enables a much more complete descrip- 
tion of the goods to be given and more satisfactory illustrations, 
including photographs or reproductions m natural colours, to be used 
In view of the inadequacy of. dnsrojjtinns, and. illustrations m 
Press advertisements it may be unwise for a retader using them 



MAIL ORDERS 


337 


to attempt to obtain sales in direct response to those advertisements 
As an alternative, he may give only a bnef , but intriguing, descrip- 
tion of his goods and invite the reader to wnte for 
full particulars, he may offer free advice on the sub- 
ject in which he is a specialist, or he may confine his 
Press advertisement to an offer of a free booklet or catalogue, so 
that instead of asking the reader to purchase goods, he merely 
asks them to send for this publication The retailer in such cases 
is playing a waiting game As soon as he has the readers’ names 
and addresses he can send them appropriate sales literature and 
follow this up with sales letters 

The free booklet or catalogue must, of course, be attractively 
described in the advertisement, and must be worth having, other- 
wise the retailer will be creating ill-will instead of goodwill m in- 
ducing people to send for it 

Some of the publications offered free by mail order traders are 
very attractive and interesting, and contain little or no advertising 
For example, a wireless dealer may offer calibration 
or construction charts, a motor accessories dealer may Boosts 
offer road maps or booklets containing suggestions 
for excursions, a draper may offer fashion books or patterns, a 
sports goods dealer may offer sports calendars, a seedsman may offer 
books of gardening hints, and a grocer may offer books of recipes 

It is important for the publications offered m such cases to be 
attractive only to the type or class of person who is a potential 
customer of the advertiser, otherwise the offer will appeal to worth- 
less people who are after " something for nothing,” and will lead 
to a waste of sales literature and postage It does not always follow 
that a person who will take the trouble to send for a booklet or 
catalogue Is willing to buy by post, although it is certainly a 
promising sign 

Retailers who have a wide range of merchandise suitable for 
mail order trading, especially those selling inexpensive lines for 
everyday use, such as food, clothing, shoes, household 
linens, ironmongery, and china, may consider that 
the offer of a catalogue or booklet would not be Lines 
wffirasaAfrf H&vxfetn \x> Vtxa yttcatccL rt&VunftSs, 
or would not be a sufficient test of willingness to buy by post They 
may prefer, therefore, to offer “bait” lines at prices which they 
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consider irresistible, in order to obtain the names and addresses 
of people willing to buy through the post, and to give these new 
customers a good first impression of 'value for money.” In some 
cases, these "bait” lines are offered at less than cost and the amount 
sacrificed in this way is looked upon as part of the advertisement 
The new customers’ names and addresses are placed on a “mailing 
list’ to receive sales literature regularly through the post, and if 
they develop into regular customers for lines sold at a normal 
profit the retailer may be well rewarded for his initial outlay 
"Mailing lists" are dealt with m Chapter IX, and a suitable 
mailing list card is illustrated on page 189 
In using Press advertising to obtain mail orders, or the names 
and addresses of potential customers, it is vitally important to te 
the publicity value of the various periodicals used 
by tracing the results A mail order trader should 
Mediums* never take the publicity value, for his purpose, of a 
periodical for granted, or rely upon circulation or net 
sales figures or the opinions of other advertisers It may be that 
the general tone of some periodicals is m keeping with his particular 
offer of service, while that of other periodicals is out of sympathy 
with it Some periodicals give editorial support to their advertisers, 
inspire their readers with confidence in advertising, and “sell" them 
the idea of answering advertisements or buying by post, whereas, 
others adopt an editorial aloofness towards advertising which preju- 
dices the success of mail order advertisements In these circum- 
stances, practical tests may show the retailer that certain periodicals, 
which should, m theory, be the best Iot his purpose, are not nearly 
so effective as certain less promising ones 
Agam some periodicals are read almost exclusively by regular 
readers, so that a regular advertiser is addressing the same people 
every time, whereas other periodicals have a constantly changing 
circulation, so that the advertiser is addressing a certain number of 
new readers in every issue A short senes of advertisements may 
suffice to bring a retailer selling specialities all the business to be 
had from a penodical with an unchanging circulation, but it may 
pay him to advertise regularly m a penodical which has a changing 
circulation, especially if the new readers are new enthusiasts for 
some pastime or creed and, therefore, the advertiser's best 
"prospects ’ 
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It is, therefore, necessary to keep a record of the number of 
replies received from each periodical used and to watch these 
"returns" continually Customers cannot be relied ^ 
upon to state the name of the periodical in which they Replies 
saw the advertisement they are answering even if they 
are asked to do so The retailer must devise some 
method of identifying the response with the advertisement 

When “bait' lines are being offered, the problem may be solved 
by offering a different line m each periodical or, if the same Ime 
must be used giving it a different description In some cases the 
customers are asked to order the lines by numbers, and the numbers 
are different for each periodical lVhen a catalogue or booklet is 
being offered, this publication may be given a different name in each 
periodical, or the retailer’s address may be slightly varied for 
example, in the Gazette the term ‘ Department G may be included 
in the address, and in the Courier the term "Department C’ may 
be included 

Where space permits it is a good plan to insert a small reply 
"coupon" m the advertisement, so that the reader has only to 
fill in her name and address, cut out the coupon, and 
send it to the retailer in an unsealed envelope (|d coupons 
stamp) The use of such coupons in offering free 
publications, patterns, or samples increases the number of replies 
to an enormous extent, because it is so much easier to fill m a coupon 
than to write a letter When coupons are provided in the advertise 
ment, the name of the periodical may be mentioned on the coupon, 
or a "key’ may be used e g "D M for Daily Mail, or D E for 
Daily Express 

The retailer may go farther into detail by numbering each ad 
vertisement, and adding this number to the key initial that gives 
the clue to the periodical D M 4 ' on a coupon or a letter ad 
dressed to ’Department DM4” would then identify a reply to 
the fourth advertisement m the Daily Mail This additional refer- 
ence enables a retailer to compare the ‘pulling power" of the 
various advertisements he uses 

The “Record of Replies from Advertising” on page 340 shows 
a convenient form m which the replies may be summarized and 
"credited” to the various advertisements If this record is kept 
in card index form, with a separate card for each periodical used, it 

















MAIL ORDERS 


341 


will be a simple matter to watch the results of the individual 
advertisements and to compare the returns from the various 
periodicals. 

Experienced mail order traders set "targets’ for R Re ^ r< ^ of 
their advertisements — so many replies for every £1 Advertising 1 
spent on the advertisement, or, from another point 
of view, so much per reply If for example, the target is 2s 
per reply, the trader will stop using any advertisement which 
"pulls" less than 10 replies for every £r it costs, and he will 
stop using any periodical which shows an average cost per reply 
of more than 2s It may be advisable to vary the target for 
different periodicals, because the inquiries obtained from some 
periodicals may be much more senous than those from others, or 
the customers obtained from some periodicals may have much 
greater spending power than those from others With this in mind, 
the mail order trader may follow up the inquiries to find out how 
many of them result m orders, and credit these orders to the 
particular advertisement, or find out how much has been spent 
by the customers and credit these amounts to the advertisement 
which introduced them In simple cases, when orders are received 
m direct response to Press advertisements, the number and value 
of the orders can be entered on the Record of Replies from Adver- 
tising, and the average cost per order, the average value of each 
order, and the percentage of cost to value can all be worked 
out 

Similar methods may be adopted to trace the results of direct 
mail advertising and to test the effectiveness of different sales letters, 
or items of sales literature For example, tests can 
be made of the “pulling power” of circular letters „ Testing 
h , , j . . . Direct Mail 

in comparison with folders of catalogues m com Advertising 
panson with broadsheets, of coloured illustrations m 
comparison with black and white, or of a senes of ‘ follow up” 
letters m comparison with one "first and final" offer Other tests 
may be made with the object of finding out how frequently sales 
literature should be sent to regular customers, which day of the 
week is the best for dispatching circulars, or the relative merits 
of }d (printed paper rate) postage as against ijd (sealed letter 
rate) postage 

Only bj practical tests can the mail order trader find out what 
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kind of sales literature and what method of distribution are best 
for his purpose, as results vary to an extraordinary extent between 
different trades and classes of business, and the question of com- 
parative cost has always to be taken into account For example, 
one trader may find that sending circulars sealed at letter rate 
instead of unsealed at printed paper rate makes no difference to the 
response and is therefore, a waste of money, whilst another trader 
may find that circulars sent at letter rate bring a very satisfactory 
response but that those sent at printed paper rate bring hardly 
any replies 

In all cases, however, the sales literature must convey a clear 
and simple message, and make a definite suggestion to the potential 
customer and it must be made as easy as possible 
Repbra'nLy * or ^ CT to reply If the offer is vague or indefinite, if 
conflicting alternative suggestions are made, or if the 
customer is left to frame her response unaided, the number of replies 
will inevitably be reduced, orders will be indefinite, and controversies 
and complairts may result It is always worth while to enclose 
an addressed envelope for the reply and also a coupon or order 
form on which the customer can give her instructions 
An order form suitable for distribution with catalogues is illus- 
trated on page 343 It will be noticed from this that the individual 
lines in the catalogue have been numbered, and the 
Fwms customer is asked to quote these numbers and the 
numbers of the catalogue pages as a precaution 
against her giving an insufficient description of the lines she requires 
The order form could be made even more simple if this precaution 
were not taken but it is unwise to leave anything to chance The 
retailer must avoid having to write to customers for further instruc- 
tions as this causes delay and may annoy the customers Letters 
asking for further instructions often bring no reply, or a cancellation 
of the order, and even if a satisfactory reply is received the customer 
may have decided that she will not buy by post again as it is too 
much trouble Moreover the cost of correspondence adds greatly 
to the maQ order trader’s expenses 
In order to allay the suspicions of the cautious type of customer, 
« Satisfaction mad order traders give a guarantee of "satis- 
w 'Money faction or money ’back' - and word the order lonu 
accordingly , for example — 
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Prominent retailers may scorn to offer such inducements, hut 
they are absolutely necessary in the case of certain specialities, 
and some very successful businesses have been built up on "satis- 
faction or money back" or “free trial" terms 
In selling articles costing more than a few shillings to working 
class customers it may be necessary to offer them the facility of 
Instalment payment by instalments, a popular form of "con- 
Selling sumer credit' that is dealt with m Chapter XVI. 
The following is a typical order form for instalment sales — 

Please send me a Housewife's Encyclopedia I enclose 
5$ on account and agree to pay the balance of 303 in six 
monthly instalments of 5s , the first to be paid one month 
after receiving the Encyclopaedia 

In most retail establishments the incoming post is handled by 
a special * Correspondence Department," where trustworthy em- 
ployees open all letters and scrutinize them before 
Incomln 2 them to the appropriate departments for 

Post 8 attention The duties of a clerk in charge of incoming 
post, in a typical case are listed on page 26, and 
some of them have particular reference to mail orders For example, 
recording the time of opening a letter containing an order is a safe- 
guard against arguments as to the time the order was received; 
attaching the envelope to the order is important because the post- 
mark shows the tune at which it was posted, and may also be help- 
ful m amplifying an obscure or insufficient address , and stamping 
the order with the amount 0! any remittance enclosed operates as a 
sanction for that amount in the case of cash-with-order transactions 
The mail order department is usually adjacent to the correspond- 
ence department, and takes over all orders and inquiries from 
customers, with their enclosures (excepting remit- 
Joumaif* tances, which go to the cashier s office) Immediately 
they reach the mad order department the orders and 
inquiries are recorded in a journal similar to that illustrated on 
page 345 This journal gives the information for the mailing list 
cards and for the record of replies from advertising It also 
recoids (later) the dispatch of the goods or the answering of an 
inquiry and is, therefore, a check on delays in at tending to customers’ 
requirements 
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In some deportment stores the mail order department acts as 
an independent selling department, carrying its own stocks of the 
ad\ ertised lines, making out the sales checks or 
Mailorders delivery instructions and sending the goods to the 
dispatch department in accordance with the system 
generally employed in the store This plan has its advantages where 
there is a very large volume of mail order business in goods which 
are simple and ready for dispatch, and it is advisable to relieve the 
salesmen of the work of executing mail orders Incidentally it saves 
paying the salesmen commission on mail orders 

In most cases however, the mail order department sends the 
customers orders to the sales departments for eittcution, where 
the salesmen deal with them in their odd moments or, preferably, 
special assistants are appointed to deal with them With this plan, 
the sales checks or delivery instructions are made out and the goods 
are sent to the dispatch department m the same way as goods sold 
in the shop After the goods have been dispatched the customer s 
order is returned to the mail order department marked with the 
word ' Dispatched, the number of the sales check or delivery 
instructions and the date 

In dealing with the selling departments, the mail order department 
acts as a representative of the customers, watching their interests, 
and follows up all orders to see that they are executed within 
reasonable time It investigates all complaints from customers or 
cases of delay (disclosed by a daily scrutiny of the mail order journal) 
and writes letters of apology or explanation to the customers 
Many retailers make it a rule for all mail orders to be acknowledged 
immediately Customers appreciate an acknowledgment, especially 
people of a nervous or impatient type, and it bridges 
Acknowledging the pc n0( j 0 f wa ,ting for the goods It is an in- 
expensive courtesy, as printed post cards or forms 
sent by halfpenny post may be used for the purpose 
The following wording is commonly used — 

Dear Madam, 

We have pleasure in acknowledging receipt of your 
esteemed order which shall have our immediate attention 
Thanking you. 

We remain. 

Yours faithful!). 
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A combined acknowledgment of order and cash receipt form may 
be used for cash with order transactions 

The maj order manager should write personal letters in acknow 
fedgmeot of important orders where 3 form letter would not be 
suitable 

Selling departments should be instructed to notify the mail order 
department immediately any advertised lines run out of stock 
stating whether further supplies will be available and 
if so how long it will take to obtain them In acknow 
lodging an order for goods that are out of stock the 
mail order department will then be able to advise the customer 
that there will be an unavoidable delay cf so many days in executing 
it and to apologue for any inconvenience caused If further supplies 
cannot be obtained the mad order department will have to notify 
the customer with regret that her order has come too late and 
suggest an alternative purchase This precaution is very important 
because a customer will have just cause to complain if an ac 
knowledgment leads her to expect the goods immediately and she 
is afterwards disappointed 

Where a large selection of line* is being offered to mail order 
customers for example in a department stores catalogue one order 
may cover goods from several departments This 
difficulty may be met by the mad order department C ^' ( , b ^ n s ' d 
preparing dehverv instructions for the whole con 
signment on a form similar to that illustrated on page 281 and also 
preparing an extract of the order for each department concerned 
A numbered ticket from the Delivery Instructions form will then 
be pinned to each extract and it will be the duty of the salesman 
executing the order to attach this ticket to the goods The delivery 
instructions will be sent to the dispatch department direct from 
the mail order department and the forwarding clerks will assemble 
the goods and send them in one consignment Each departmental 
salesman will make out a sales check for the goods he suppl 
and should mark this Delivery Instructions No So-and So *• 
ing the number from the ticket before he sends it with the 
to the dispatch department 

This system is similar to that used where rover 
employed to escort customers round the departments 
some stores a clerk from the mail order <' ** 
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customer s order and delivery instructions round the various de 
partments and buys the goods on her behalf This saves extracts 
from the customers orders being made 
Where the Assembly Card system described on page 290 is in 
use a variation of this may be used for mail orders covering several 
departments The mail order department will then make out an 
Assembly Card instead of a Delivery Instructions form 
The mail order department must arrange terms ol payment that 
are convenient to the customers and acceptable to the house 
Cash with order was at one time the general rule 
Maj'ord'er* ,n mai * order trading but since 1926 when the Post 
Office Cash on Delivery system was introduced Pay 
the postman on delivery has become a mad order slogan and it 
is safer for a trader to ask for cash on delivery than for cash with 
order in soliciting business from new customers 

In better-class trade however it is advisable to give the customer 
the option of paying either C 0 D or cash with order because the 
Post Office will not take cheques m payment and if the amount 
to be collected exceeds £10 the Post Office does not deliver the 
parcel but sends the customer a note to say that the parcel is at 
the local post office and she has to call at the post office and collect 
it paying the money over the counter 

It may therefore be more convenient for the customer to send a 
cheque with her order The sanctioning of C 0 D consignments 
and the question of accepting cheques from casual customers have 
been dealt with m Chapter XIII 

Where the counting house supervises the dispatch operations 
sales checks covering cash with order transactions must be sanctioned 
before the goods are sent to the dispatch department 
Order th P ra ctice a clerk m the correspondence department 
usually stamps the customer s order with an impression 
similar to that illustrated below inserts the amount of the customer' s 
remittance in the space provided and adds his initials If a cheque 
is sent m payment he may note this fact on the order 

CASH RECEIVED 

L 

CORRESPONDENCE 
DEPT PER 
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When the sales check has been made out the salesman sends it 
with the customer s order to the counting house and the sanction 
clerk checks the amount of th sales check with the amount acknow 
ledged by the correspondence department sanctions the sales check 
Cash with Order and returns it to the salesman with the customer s 
order He could if he wished verify the amount paid by reference 
to the Remittances Received Sheets m the cashier s office (see page 
398) but this is only necessary in cases where there is a possibility 
of the correspondence department having made a mistake in 
recording the amount of the remittance Any cases of under 
remittance or remittance omitted should be taken up with the 
customer by the mail order department immediately the dis 
crepancy is discovered 

Sales checks covering mail orders from account customers will 
be sanctioned m the ordinary way 
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In some trades, the mail order department will have to deal 
with mail order customers requests for further information about 
advertised goods, for patterns, samples, suggestions, 
Al Postai ng or s P eaa * quotations, or inquiries about Imes not 
Inqmnes advertised The mail order clerks may be able to 
answer the majority of these inquiries without assist- 
ance, but in some cases it will be necessary for the query to be 
referred to the buyer of the department concerned, or to a salesman 
with specialist knowledge of the subject 
Generally speaking it is inadvisable to allow buyers or salesmen 
to enter into correspondence with customers, as letter writing may 
be quite outside their province and they may have neither the tune 
nor the facilities for it In most large stores, the mail order depart- 
ment sends the customer s letter to the buyer or salesman with a 
* Query form {see page 349), upon which he can give the required 
information quickly and concisely He returns the query form, 
with the customer s letter, to the mail order department, wiiere the 
replies are dictated by a skilled sales correspondent 

In mail order trading an occasion to wnte a special letter to a 
customer should be recognized as a valuable opportunity to use 
written salesmanship and put a "personal touch" 
Personal mto the dealings In the absence of this personal 
Touch touch mail order transactions are apt to be formal 
Printed offers circular letters and stereotyped com 
mercial forms give the customer the impression that she is receiving 
mechanical instead of personal attention, and the more efficient 
the postal service the more mechanical it will appear Unfortunately 
for the mail order trader with a genius for systematizing, customers 
get tired of machine like efficiency, and prefer individual treatment, 
even if it has faults 

There are, however, many ways in which mail order customers 
may be shown that their inditndual custom is appreciated Some 
traders make it a rule for a regular customer’s name to be written 
on all catalogues sent her, eg ‘ Mrs Brown's copy ’ This can be 
done very quickly by the clerks who put the catalogues in the 
envelopes and is well worth while as it gives a surprising amount 
of satisfaction to some customers, and cannot give offence In this 
connection it may be advisable to point out that clumsy attempts 
at introducing the personal touch ’ may do more harm than good. 
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Colloquially worded letters for example, are dangerous where there 
are haughty customers 

Other mail order traders give their regular customers a special 
"plum' occasionally, making an exclusive’ offer „ p ,„ m » T , n „„ 
to them by letter, e g for Regular 

Customers 


Dear Madam, 


We have just purchased a small quantity oj a rich chiffon 
velvet tn three fashionable shades — patterns are attached 
There is not sufficient to include the line m our catalogue 
so we have decided to offer it to a few of our regular customers 
at the special price of 7 s 1 id per yard 

If you would like to have some of this kindly let us have 
your order by return of post An order form and envelope are 
enclosed , , , 

Thanking you tn anticipation 


We remain 


Yours faithfully 


If tins kind of '‘customer petting' is to be done it should be 
done thoroughly The letters should be separately typed on good 
quality notepaper and signed personally by the manager, and no 
printed or duplicated matter of any kind should be enclosed, except 
the order forms and stamped and addressed envelopes Any patterns 
should be cut by hand and pinned to the letter by hand The offer 
should, of course, be sent sealed at full letter rate 

It is the details that count in a case like this, and the results 
usually justify the trouble taken, as the "exclusive’ offer serves 
two purposes, first, to increase the goodwill of regular customers 
and, second, to make immediate sales which may be important If 
the offer is really a ' plum, the percentage of sales to letters is 
usually very high, and many customers who do not purchase will 
wnte and thank the trader for giving them the opportunity 

Another good idea is to go through the mailing list cards every 
few months, and wnte separately typed letters to j nTesU gating 
customers who have ceased to buy An example of Closed 
an appropriate letter is shown on page 352 Account* 

Such letters should be signed by the manager personally and a 
stamped addressed envelope should be enclosed for the reply 
The need for a mail order department to take special pains with 
regular customers cannot be too strongly emphasized Many re- 
tailers make the mistake of devoting all their sales promotion work 
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Dear Madam, 

We notice that we have not been favoured with an order from 
you since January last and hope that you have not had occasion 
(o be dissatisfied with our service 

You had given us the pleasure of serving you for over five 
years and we are naturally anxious to retain your patronage 
Will you kindly tell us in what way we have disappointed 
you ? We are ready to make amends. 

Thanking you in anticipation. 

We remain. 

Yours faithfully, 

to obtaining new customers, and taking their regular customers' 
continued patronage for granted, a policy which is always foolish, 
and particularly so in the case of mail order customers 
In this connection it is important to note that satisfied customers 
are splendid advertisements, if they can be induced to tell o*her 
people of their satisfaction A personal recommenda- 
Seeking tion is more effective publicity for a mail order trader 
Recommend*- f . , 

tions than any press or direct mad advertisement, and 
most customers are pleased to recommend a reliable 
firm to their friends, although they may not thmk of doing so unless 
they are prompted Some retailers occasionally send each of their 
regular customers Iwo copies of a catalogue, asking her to pass one 
to a fnend with her recommendation Others ask their customers to 
send them the names and addresses of friends who may be interested 
m the postal service 

To offer a reward for the introduction of new customers might 
give offence or lead to controversies, but a trader may further 
enhance his goodwill by giving little unexpected presents to cus- 
tomers who help him in this way, and are likely to appreciate the 
spint of the gift 

The mail order manager will find plenty of scope for sales initiative 
in following up inquiries, quotations, and suggestions, and even in 
answering complaints Follow up letters are too often 
^ Letter °* ttle " Why haven’t you answered our letter > ’’ type, 
more likely to cause offence than to promote sales 
Instead of this, the customer s inquiry should be re-studied, in case 
the reply already given was unsatisfactory, and the selling points 
should be improved upon or re stated from a fresh angle 
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Great care must be taken in dealing with mad order complaints 
because it is often difficult for the customer to make herself under 
stood in writing Hence her letter may be more 
abusive than informative and amicable settlement mpain 
will depend upon the manager s ability to visualize her difficulty and 
frame a wholly satisfactory reply Even if the reply makes full repar 
ation the slightest hint of resentment or lack of sympathy may 
mean the loss of her custom so that every word must be studied 
The tendency to use printed forms or circular letters in replying 
to individual inquiries should be suppressed It is by no means 
uncommon for a potential customer writing to a 
department store for information about a particular Letters 
line to receive a catalogue with the manager s com 
pliments the suggestion being Here s our catalogue — find what 
you want for yourself A skilled sales correspondent would cut 
out the appropriate description and send it to the customer with 
a personal letter following up with the catalogue 

If the typists have been properly trained for sales correspondence 
they can answer simple questions on their own initiative and thus 
save the manager the trouble of dictating any but the most im 
portant letters He may draft stock letters as a guide to the 
typists and supervise their work by signing all outgoing letters 
personally In a big establishment each typist may be given a 
particular type of letter to deal with so that she becomes a specialist 
and has all the information she may require at her finger tips 
Dictation is a great waste of the executive s time and therefore 
a costly process to be avoided as much as possible and it is better 
to avoid it by developing initiative in the typists than by the 
employment of mechanical devices which save the typists time 
but not that of t le executives 

It is one of the minor problems of better-class mail order trading 
that customers who think their orders are receiving individual 
attention are apt to become less explicit m stating RecoflJinK 
their requirements The following are typical ex Customer! 
amples of orders received from fnendly customers — Purchases 

Please send me a grass box for the lawn mower I bought 
from you 

F&ase send another roo cigarettes to mynephetr be is 
still at the same address 

Please send me 4 lb of tea you know the kind 1 like 
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Failure to interpret such orders would destroy the customers 
confidence and, therefore in cases where this problem is encountered, 
it is necessary for a record of all mail order customers’ purchases 
to be kept The backs of the mailing list cards can be used for this 
purpose 



CHAPTER XVI 

CREDIT GRAFTING 

Credit is yet another facility which may either be reserved for 
customers who ask for it or offered broadcast in order to promote 
sales Although credit granting is a vitally important matter of 
policy, it is one m which the retailer rarely has a free hand In 
the vast majority of cases the credit policy is dictated by the genera) 
trading or service policy that is to say the retailer has to arrange 
terms of payment which will make it convenient for the class of 
customers he wishes to attract to pay for the service he wishes to 
give them 

Although cash trade has obvious advantages especially to the 
retailer with small capital its scope is very limited In the case 
of quick trade in articles of small unit value sold 
to more or less casual customers cash is the most Ll ^ lt r a ^‘° ns 
convenient form of payment for customer and trader Trade 
alike, but if articles of substantial unit value are 
being sold, or regular customers are being catered for credit will 
be expected and insistence on cash will seriously restrict the sales 
turnover 

Credit is an important factor ui competition between retailers 
and a weapon winch a wealthy and experienced trader may use 
very effectively in competing With newcomers of limited means 
or with multiple shop branches givmg an impersonal service and 
working on narrow margins which do not permit of credit being 
given It must be understood however that credit is a dangerous 
weapon for novices to play with Even the granting of credit to 
regular customers who are known to be worthy of it has its diffi 
culties, but offering credit broadcast as a sales promotion policy 
is a matter for experts 

The advantages of credit u/ie« properly used arc scope for 
many It establishes a more intimate relationship Cted,t 
between retailer and customer and shows the cus- 
tomer that she is trusted as an individual and not merely looked 
upon as one of a crow d It makes it more conv ement for the customer 
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to bay with the result that she buys more often and more freely 
and it ties her to the shop making her less likely to transfer her 
custom as the result of some slight dissatisfaction or the coming 
of new competition and less likely to make individual purchases 
elsewhere in order to gain minor advantages of selection price 
or service In many cases credit is the most convenient form of 
trading from the retailer s point of view and sometimes it is difficult 
to suggest a suitable alternative for example where such necessities 
as milk and bread are delivered to customers daily by a roundsman 
or where business is transacted over the telephone 

In the case of hire-purchase and instalment trading credit makes 
the retailers merchandise available to customers who could not 
pay cash or in other words it makes the retailer s 
offer of service attractive to customers who would 
not otherwise be interested in it For example a 
piano offered at £40 eien if worth very much more will be attrac- 
tive to only a very small number of people but a piano offered at 
£1 a month becomes attracts e to the masses It is estimated 
that the proportion of hire-purchase to cash trade in pianos is 
4 to 1 taking all classes of customers into account and in some 
working-class districts cash sales of pianos sewing machines 
heavy furniture and. other articles with a high unit value are 
rare 

Bnefly therefore the advantages of credit are that it may be 
used to secure new customers and to tum casual customers into 
regular customers Its value to an individual trader depends upon 
the use to which he can put it and the extent to which it will assist 
him in making his shop and service attractive to the customers 
he Wishes to cater for 

Against such advantages as credit may offer to a retailer he 
must consider the disadvantages of credit granting so far as they 
apply to his particular case These disadvantages 
Dl of 1 Cred!? e3 ma y ^ summanzed as follows First that it ties up 
Granting the retailer s capital in book debts second that it 
exposes him to the nsk of loss through bad debts 
third that it causes a considerable amount of clerical work and 
fourth that it may involve him m controversies with customers 
Where long credit is being given the amount of capital tied up 
m book debts may be very considerable for example if a retailer 
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has a credit sales turnover of £800 a week and his customers take 
an average of three months to pay, he will have over £10,000 tied 
up in book debts The expression "tied up ’ is 
appropriate, in view of the fact that the money can- xi^i'up 
not be collected quickly to meet an emergency Selling 
book debts is out of the question for a retailer continuing in business, 
it is difficult to borrow money on them, and any attempt to shorten 
the period of credit granted to customers or to press for an earlier 
settlement than usual is likely to cause offence and result in the 
loss of account customers Before a retailer offers credit to his 
customers therefore, he should study their habits as regards the 
payment of accounts, m order to estimate the average period of 
credit he will have to allow and the amount of capital likely to be 
absorbed in book debts 

In many cases retailers rely upon receiving sufficient credit from 
their suppliers to cover the credit which they themselves have to give 
to their customers, but this is dangerous Some sup- 
pliers themselves use credit as a sales promotion Usin e , 

factor, and are willing to give special credit facilities Capital 

to the retailer who has to give long credit, but sup- 
pliers of well known proprietary articles, which the retailer must 
have, usually give little or no credit A retailer serving better-class 
customers with proprietary articles may, therefore, find it difficult 
"to make both ends meet ’’ Customers who expect from three to 
six months’ credit will insist upon having proprietary articles for 
which the retailer has to pay prompt cash, and his own capital 
may be quite inadequate to finance the transactions 

It is easy to understand how this position leads many retailers 
into serious difficulties The retailer with insufficient working capital 
cannot pay prompt cash for his supplies of leading proprietary 
articles and also pay the monthly accounts of the suppliers who 
give him credit, so that he is tempted to abuse the confidence of 
the more lenient suppliers by withholding payment of their accounts 
After a time, however, the long-suffering suppliers will turn upon 
him and enforce payment, and he will then have no money for 
the purchase of leading proprietary articles, which will result m 
the loss of business The demands of his trade creditors may leave 
him no money to pay his rent and rates and thus force him to dose 
his shop A very large proportion of bankruptcies amongst retailers 
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is attributed to shortage of working capital due to unwise par 
ticipation in credit trade 

Traders with a well established business and a good reputation 
m their trade may be able to finance their own credit systems with 
other people s money but this usually means the payment of heavy 
interest charges the loss of cash discounts and inability to buy in 
the right market or pick up attractive bargains all of which means 
loss of profits The state of a retailer s finances should therefore 
be a determining factor in his consideration of the extent to which 
he can offer cred t to his customers 
The nsk of bad debts is inseparable from credit granting but 
it can be minimized by exercising caution in sanctioning credit 
transactions and paying close attention to the codec 
b5d*Wi t,on o{ B ad debts may be divided into 

two categories those due to circumstances existing 
at the tune the debt was incurred and those due to circumstances 
arising afterwards The vast majority of the bad debts incurred 
by retailers belong to the first category and are bad from the start 
because credit should never have been granted The trouble with 
many retailers is that they are far too ready to give applicants 
for credit the benefit of the doubt Some of them make no 
attempt to judge the ments of individual cases or to make inquiries 
about prospective account customers while others persistently 
take chances with customers they know to be of doubtful stability 
or integrity The fear of losing Mies often overrules a retailers 
better judgment but this is inexcusable it is far better to lose a 
sale than throw away goods on worthless customers 
With some classes of credit e g weekly accounts for necessities 
delivered daily to householders the nsk of loss may not be sufficient 
to justify the retailer going to the trouble and expense of making 
inquiries or taking up references but »nth other classes of business 
c g instalment or hire purchase trading the nsk of loss may be 
so great that the retailer has to investigate every application and 
be prepared to turn down every case in which there is an element 
of doubt Some instalment traders supplying clothing to the work 
ing classes only pick the most satisfactory of the proposals made 
to them by prospective customers and turn down more than half 
of the business offered to them 

Generally speaking the retailer who is cautious pi granting credit 
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attracts the class of customer who is cautious in committing himseif, 
and the retailer who takes risks attracts the class of customer who 
takes risks in committing himself A retailer soon 
cams a name for slackness in credit granting and 
there are plenty of "twisters’’ waiting to take advan- 
tage of him Unsatisfactory customers are not, of course, confined 
to the working classes, and the educated ‘twister,’ who will not 
limit lus commitments to his means and knows just how far he 
dare go in imposing on a retailer, is by far the most dangerous 
customer 

In the case of bad debts due to circumstances arising attee-crcdit 
has been granted the lenient creditor always suffers most The 
customer who is hit by unemployment or financial losses may take 
all the credit he can get, and naturally pays the pressing creditor 
in preference to the one who shows leniency or slackness in his 
collections Bankruptcy statements often show small traders suffer- 
ing the loss of large sums, representing a considerable proportion 
of the business they have done with the debtor whereas larger 
and more experienced traders, who have enjoyed the lion’s share 
of the debtor s business escape with very small losses Some re- 
tailers appear as large creditors m almost every local bankruptcy, 
an unenviable position which can hardly be ascribed to bad 
luck 

The trouble and expense ol clerical work in connection with 
credit accounts cannot be avoided The cost of making inquiries, 
takuig up references, subscribing to trade protection 
associations book keeping, sending invoices and Expense! 
statements, writing collection letters collecting ac 
counts, and suing debtors who will not pay must all be provided 
for, and the experienced trader who exercises discrimination in 
granting credit and follows up his accounts systematically may 
spend far more than the slap-dash trader who trusts all comers to 
pay when they can 

These expenses must however, be considered m conjunction with 
the loss through bad debts, and may be minimized by adopting 
simple and efficient methods Furthermore, the retailer who spends 
a few shillings on making inquiries about each new customer may 
save pounds which would otherwise have to be spent in employing 
solicitors and collection agencies to collect overdue accounts 
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The nsk of controversies with customers must always be reckoned 
with in credit granting especially with hire purchase or instalment 
business but here again the retailer who shews slack- 
Controversies ness m his methods suffers far more than the one 
Customer* who is discriminating and systematic 

If there is a proper understanding between retailer 
and customer as to the amount of credit which will be allowed, 
the way in which orders are to be given and the time when payments 
are to be made there is little room for controversy, but if the cus- 
tomer is given the impression that she can have whatever she likes 
on credit and pay when she feels disposed to do so, controversies 
are bound to anse It is usually quite a simple matter to limit 
credit at the tune an account is opened and to arrange conditions 
regarding ordering and payment but it is very difficult to restrict 
credit after a customer has enjoyed freedom 
Most controversies regarding accounts arise directly or indirectly 
from the customer having committed herself beyond her means, 
a position that is avoided by the retailer who exercises disenmma 
tion in credit granting Other sources of annoyance to customers 
are the careless preparation of statements and inconsistency m regard 
to collections and complaints under these headings may be avoided 
by efficient methods 

Reviewing these disadvantages in comparison with the advan- 
tages of credit granting a retailer has to consider whether he can 
devise a credit system which will give his customers 
th<fcrei?t tlie Crec * jt facilities they require without embarrassing 
System himself financially incurring bad debts or expenses 
out of proportion to the volume of business, or risking 
controversies with customers 

He must be satisfied that his margin of profit is sufficient to cover 
the interest charges losses and expenses likely to be incurred, or 
that his prices can be adjusted to provide for these items In hire- 
purchase or instalment trading the proportion of expense to sales 
will be considerable and, if the retailer also has a volume of cash 
business, it will be necessary for him to have two sets of prices, 
one for cash customers and the other for customers who pay "out 
of income ” In practice he may either fix his prices on a cash 
<a»? obu'gu- ffisr Awrg - credit customers "errtereaf ” to cover Ah? 
expenses of giving them the fatalities they require, or he may fix 
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his prices on a long-credit basis and grant a discount to cash custo- 
mers The choice depends upon the proportion of cash transactions 
to long-credit transactions , in other words, the paces should be 
fixed to suit the larger number of customers and be adjusted for 
the minority 

In putting a credit policy into practice, the first essential is to 
fix the conditions and the terms of payment, as a basis for the 
arrangements made with individual customers The 
sanction clerks, or other employees responsible for Finng Terms 
granting credit, must have definite instructions on Conditions, 
this matter. They will be applying the system to indi- 
vidual cases and incidentally investing the retailer's capital in 
book debts, so that there must be no room for misunderstanding 
or for the exercising of personal prejudices or favouritism by the 
employees sanctioning credit The sanction clerks must know, first, 
who is to have credit, second, what safeguards— in the form of 
inquiries or the taking up of references— are to be used , and, third, 
what limits are to be placed on the amount of credit allowed to 
individual customers 

There is the further point that the terms and conditions of credit 
acceptable to the retailer must be generally known and understood 
by his salesmen and all other employees who come in contact with 
customers. If the retailer is unable or unwilling to grant credit, 
the salesmen should be trained to ask for cash, and to "sell' custo- 
mers the idea of paying cash, but if he washes to open accounts 
for certain classes of customer, the salesmen should be trained to 
suggest a credit account to these customers and "sell" them the 
idea of having an account, in which case the salesmen must be able 
to make the terms of payment clear to the customers, preventing 
disappointments and controversies 

In some eases it may be necessary for the retailer to make his 
policy in regard to credit known to the public at large , for example, 
if he is specializing in hire purchase or instalment 
business, he may have to “sell" the idea of paying 
"out of income” to potential customers Most hire- 
purchase traders find it necessary to describe their systems in detail 
in their advertisements, giving specimen transactions showing how 
the amount to be paid is divided into instalments, and assurances 
with reference to the protection afforded to customers m the esent 
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of the goods being destroyed by fire, or the customer's death or 
inability to pay 

It is a common trait m human nature that people do not value 
anything they come by easily and in many classes of credit trading 
it is considered advisable to make the customers 
^or'credit 1 * ^ orma ^y a PPty f° r credit In practice, they are asked 
to fill up a form giving particulars whfth will be a 
guide to the sanction clerks in considering their applications A 
form for use m the case of ordinary monthly accounts is illustrated 
below 


APPLICATION FOR A MONTHLY ACCOUNT 

To Clark s Stores South pool 


Please open a credit account in ray name I agree to pay promptly 
upon receipt of first monthly statement and submit the following 
particulars in confidence 

Full Name Mary Cox 

If a lady please say whether single married or widow 

Address Willow Collage Old Hoad Soulhpool 

Single 

Please say how long you have resided at this address 

If a Dew address please give your previous one 

7 years 

Occupation School teacher 


References Mr Charles Price Manager 


Southern Bank Soulhpool 


Mr W II Jones Headmaster 


County School Soulhpool 


Date 22nd April 1931 

Signature 

M Cox 


The object of obtaining the customers full name is to facilitate 
legal proceedings, if these should $ver become n ecessar y Ladies 
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are asked to say whether they are single or mamed, because there 
are certain legal difficulties in regard to contracts made by mamed 
women. In most cases, the retailer has to look to the husband for 
payment, but the husband may be able to escape responsibility 
by contending that the goods were unnecessary to his wife or house 
hold, that she was sufficiently provided for without them that she 
had been forbidden to pledge his credit, or that she was not living 
with Jiun It is, therefore, usual to ask the husband to sign the 
application for credit Spinsters, widows and mamed women who 
are known to have private means will, of course, be judged on their 
merits 

The question as to the length of time the customer has resided 
at the address she gives is important because in many cases 
sanction clerks are authorized to grant credit on the 
"strength” of long residence as householder at a good 
address It is a simple matter to verify the customer s 
statement by reference to the local directories, going back several 
years If the customer admits that her address is a new one she 
is asked to give her previous one, and the sanction clerk finds out 
from the directories how long she resided there It is prudent to 
restrict credit to householders, in view of the fact that persons living 
in apartments, hotels, or lodgings can move so quickly and are 
difficult to trace when they choose to move without leaving an 
address When persons who are not householders including junior 
members of the householder s family apply for credit it is advisable 
to ask for payment to be guaranteed by a person of means who is 
a householder 

The customer's occupation is some guide to his means or income, 
and the sanction clerk will have in mind a number of precarious 
occupations which would make a customer of doubtful stability 
Such vague descriptions as " clerk or salesman ’ should not be 
encouraged, as they may cover, for example, bookmakers clerks 
or house to-house canvassers 

Where the customers' purchases are likely to be of considerable 
amount, they are usually asked to give references A banker's 
reference may be sufficient, but some retailers would 
also ask for the name and address of a tradesman inferences 
With whom the customer has bad a credit account 
Bankers’ replies to inquiries are vague and sometimes evasive, and 
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a retailer can generally obtain a much more frank statement from 
a fellow trader, finding out not only whether the customer pays 
her accounts, but whether she pays promptly 
If personal references are tendered, the sanction clerk should ask 
the relationship or connection between the customer and the person 
referred to, as, unless the connection is a business one of some kind, 
the reference is unlikely to be of value Even personal references are 
better than none, however, provided they are to people of standing, 
as a customer is not likely to abuse credit if she has obtained it 
with the assistance of people whose confidence she esteems 
In sanctioning credit accounts, as in many other functions of 
business, it is a sound principle to ‘ beware of the abnormal ” Any 
unusual statement or behaviour by an applicant for 
D Cm« U| cre d J * should be noted carefully and made the subject 
of special inquiry It must be considered abnormal 
for an applicant for credit to refuse to give reasonable information 
or to attempt to browbeat the retailer s representatives into giving 
her credit Even if the applicant is a person of means, such be- 
haviour is a warning that she looks upon credit as a right instead 
of a privilege and is, therefore likely to abuse it 

Where customers are made to apply for credit they must be ex- 
pected to satisfy the sanction clerks regarding their stability and 
good faith The sanction clerks have certain instructions in regard 
to the qualifications a credit customer must have, the evidence 
they may accept, and the information or formalities they may dis- 
pense with If they are not satisfied with a customer's statements 
or behaviour it is their duty to withhold credit although they may 
be authorized to make inquiries about an applicant, or to consult 
a superior in cases of doubt 

Sortie retailers consider that the practice of making customers 
formally apply for credit is too officious for their class of business 
They prefer merely to take the name and address 
Inquiries of the customer and to make discreet inquiries about 
her, 1 e to find out what they want to know by in- 
direct means instead of asking the customer 
The "indirect means' employed include reference to directories 
to find out whether the customer is a householder and, if so, how 
long she has been at the address, looking for the customer's name 
in "black lists' issued by trade protection societies, searching for 



CREDIT GRANTING 


365 


registered information (bills of sale receiving orders indictments 
etc) against the customer obtaining status reports from credit 
advisory agents referring to local traders or correspondents likely 
to know the customer and sending representatives to have a 
look at the house the customer occupies and get gossip from 


neighbours , 

Such methods may bnng the retailer information detrimental to 
the customer which she could not be expected to disclose in making 
formal application for credit and they are therefore commonly 
used where the amounts involved are large in proportion to the 
customer s means Hire purchase or instalment traders often make 
inquiries m addition to getting the customer to fill up a proposal 
form containing very searching questions 
There is a suggestion of underhand dealing m pretending o 
trust the customer and then making backdoor inquiries and the 
methods of local inquiry agents may be objectionable Door 

and involve the trader in controversies with his cus Methods 
tomers Furthermore their information may be un 
reliable as it is sometimes obtained from friends of the customers 
or even from the customers themselves 

Other objections are the cost of such inquiries and the time they 
take Several days may elapse before the retailer obtains hi 
reports on the customer dunng which tune she IS waiting for 
service under the impression that the retailer has a rea y 
to give her crcdrt and « is a debcate matter for a retailer who has 
accepted an order to tell the customer subsequently that sue can 

not have credit . , , f . r 

Generally speaking therefore it is much more satisfactory for 
the retailer to ask the customer for the necessary information an 
to limit his inquiries to persons suggested by the ‘ *° 

information available in the retailer s office or in the files 
protection societies to which he subscribes . j 

In taking up bankers or other references or consu 
protection societies the retadcr should ask definite quest, ons and 
give some idea of the type of service to be given to x^ng up 
customer and the amount involved Vague questions Re!exenC es 
usually bnng vague replies and a customer who may 

be good for £5 may not be good for £50 or for £5 a month over 

a long ■penod 
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The following is an example ol a letter of inquiry used by 
experienced retailers — 

Dear Sir 

Miss Mary Cox of Willow Cottage Old Hoad Soulhpool 
has asked us to open a credit account for groceries and has 
given us your name as a reference 

Will you kindly let us know whether you consider her worthy 
of credit amounting to say £2 per week and whether you know 
of anv reason why credit should not be granted f 

A stamped addressed envelope ts enclosed and your reply 
Will be treated as confidential 

Thanking you in anticipation 
We are 

Yours faithfully 

In some cases a pnnted form is provided for the reply eliciting 
answers which can be used to check the information volunteered 
by the customer Verbal replies are likely to he more frank than 
written ones and m view of this the retailer may send a representa 
tive to see the person referred to or telephone for the information 
required 

Where a customer has not the necessary qualifications for credit 
and is unable to obtain the guarantee of a responsible third party, 
she may be asked to deposit with the retailer a sum 
Deposit* sufficient to cover her purchases for the period of 
credit desired In these circumstances the retailer 
does not actually give the customer credit but she is saved the 
inconvenience of paying cash at the time of purchase Some re 
tailers pay interest on such deposits 

In nearly all cases it is necessary for the retailer to limit the 
amount of credit to be given to each customer Some of his cus 
tomers may only be ” good for a very limited sum 
Linuts the amount of their accounts must be kept 

within that limit Others may be good for very 
much more than they are likely to owe the retailer at any time 
and yet have to be restricted in order to avoid tying up large sums 
of money in individual accounts Generally speaking the larger 
the number of customers over which the retailers total credit is 
spread the greater the sales promotion value of the credit and the 
lower the risk of heavy loss through bad debts 
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If the sanction clerks have their own credit index, they must 
be advised of all circumstances which may influence their decisions , 
for example, of a customer exceeding her credit limit 
or allowing her account to become overdue It should " E Ugjm g " 
be the duty of the ledger clerks to notify the sanction Accounts 
clerks of such circumstances, so that the credit index 
cards can be marked with a "stop" or "caution ’ sign, as the case 
may require Sometimes cards of a special colour (say red) are used 
for customers who must be refused further credit and another colour 
(say yellow) is used for "doubtful' customers As an alternative, 
coloured metal tabs with the same meaning may be fixed to the 
cards. The credit index should not only cover good customers 
but also bad ones, i e all persons who have been found unworthy 
of credit should be included — on specially coloured or marked cards 
This will prevent unsatisfactory accounts being reopened. 

It is vitally important for the sanction clerks to be of proved 
ability and strength of character, and for their decisions to be up- 
held by the management There is no sense in em- 
ploying a sanction clerk who may be coerced or 
cajoled by departmental managers or salesmen into Authority 
acting against his better judgment, but this situation 
often exists in businesses in which the sales promotion executives 
are dominant 

Salesmen may be given the right to appeal to the management 
against a decision which loses them a sale, but they should not 
be allowed to argue with the sanction clerks, and in all cases of 
difference of opinion the management should find out whether the 
salesman did ail he could to provide the sanction clerks with the 
information they required Such differences of opinion are a clue 
to the conscientiousness of the salesmen as well as to the efficiency 
of the sanction clerks The salesmen must be trained to appreciate 
the importance of caution m granting credit and the sanction clerks 
must be trained to appreciate the importance of sales promotion 

The prompt collection of accounts does much to minimize the 
disadvantages of credit granting It reduces the 
amount tied up in book debts, the nsk of bad debts, ^AeeotSto. 
the expenses of book keeping and collection, and also 
the possibility of controversy with customers "Short accounts 
make long fnends " 
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The majority of customers do not like their accounts to mount 
up or to remain long outstanding They may delay settlement 
through finding it inconvenient ot “too much trouble" to send a 
remittance, but not as a matter of principle The minority, who 
object “on principle to being asked to pay promptly, must not 
be excused on that account The probability is that as the purchase 
fades in their memory or the account mounts up, their diskke 
of paying vail become more and move intense, and they will ulti- 
mately have to be forced to pay With all classes of customers, 
therefore, it is important to have the terms of payment clearly 
understood and to make it as easy as possible for customers to pay 
A great deal depends upon the invoices and statements being 
sent out promptly as any slackness in regard to this may give 
customers the idea that the retailer t* in no huny 
Statements for his money He cannot expect his customers to 
attach importance to his statements if he does not 
appear to attach importance to them In some cases it is advisable 
for the terms of payment to appear on all invoices and statements 
sent to account customers The following are examples of footnotes 
used for this purpose — 

Kindly note that we can only allow credit to customers 
who pay promptly on receipt of first statement 

Statements are rendered on the first of each month and 
are due for payment forthwith Customers will oblige by 
remitting promptly 

Retailers must always remember that few if any, of their custo- 
mers are business people and the purpose of a statement is not always 
understood Som* retailers catering for a haughty type of customer, 
dare not make their statements appear to be applications for pay- 
ment, but in ordinary trading this is the purpose of the statement, 
and it is helpful to make the fact dear for example, by the use of 
a footnote such as Payment of the above account is now due.” 
The retailer should not hesitate to use different kinds of statements 
for different types of customer or to vary the time or method 
of sending accounts to suit individual customers He may find, 
by experiment, that certain days of the week, or certain days of 
the month are by far the most effective for the sending of statements 
or collection letters 
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It has already been pointed out that the customer s delay in 
paying accounts is often due to it being "too much trouble ” This 
being the case, it is far better for the collection clerks 
Making to use their ingenuity m making it easy for the 
customer to pay than in trying to frighten her into 
paying One very effective plan is to have a special 
statement form for overdue accounts, with a detachable portion 
which the customer can return with her remittance A form of 
this kind is illustrated on page 371 Addressed envelopes for the 
remittances may also be sent out with the statements of overdue 
accounts and in some cases, it may be worth while to stamp them 
The common practice of sticking " reminder ’ labels, printed with 
messages in varying degrees of politeness, on statements, is not 
recommended Such messages are personal enough to give offence 
to customers who have merely overlooked the account, but not 
personal enough to influence customers who are purposely with- 
holding payment 

Tactless collection methods frequently lead to the loss of good 
customers, and it is exceedingly difficult to make rules, for the 
treatment of overdue accounts, that will meet even 
^Overdue* H^JOHty of cases The average ledger clerk is 
Account* unable to deal discnmmately with collections because 
the figures before him convey so little 
An overdue account may be due to any one of a number of 
circumstances The customer may be ill or away from home, she 
may be unable to pay at the moment she may be too lazy to send 
her remittance or be indifferent to her responsibilities , she may be 
withholding payment out of pique with the retailer, or with trades- 
men in general she may have forgotten the purchase and be waiting 
for an opportunity to make uiquines about it she may not have 
received the goods she may be dissatisfied with the goods , she may 
have returned the goods without obtaining credit for them, or she 
may be under the impression that the account has already been 
paid 

The possibility of clerical error must also be considered the goods 
may have been charged to the wrong customer , the amount charged 
may be incorrect the customer may have paid cash for the goods 
or sent a remittance which has been credited to some other custo- 
mer’s account 
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In view of all this it is necessary for the collection of overdue 
accounts to be in the hands of a skilled collector who can treat 
each case individually find out the reason for non 
payment and act accordingly He will tread wanly M * ed fof 
at first in case his firm is at fault and will not begin Discretion. 
to press for payment until he has given the customer 
an opportunity to point out any mistake that lias been made 
The telephone is a very valuable debt collecting medium in the 
hands of a skilled collector as it is possible to get the customer s 
story m a friendly manner We notice our January account has 
not been paid madam Is there any further information we can 
give you- 1 Telephone applications are much more effective than 
written ones with customers who withhold payment out of laziness 
or perverseness as they have to make some sort of excuse whereas 
they may take pleasure m ignoring letters 
If the customer cannot be reached by telephone the collector 
can use personal letters specially typed the first one 
being designed to draw any good reason the cus C Lttter° n 
tomcr may have for not paying The following senes 
of letters working up from the inquiring to the imperative 
illustrate the methods employed 

1 Dear Madam 

We notice that our account for the goods we had the pleasure 
of supplying la you in January has nol yet been paid 

Is there any further information you would like to have > We 
should much appreciate hearing front you in regard to this 
Thanking you tn anticipation 
We remain 

Yours faithfully 

2 Dear Madam 

We have not yet received payment for the goods we had the 
pleasure of supplying to you in January last 

May we remind you that our terms are payment on receipt 
of the first monthly statement 

Thanking you in anticipation of an early remittance 
We remain 

Yours faithfully 
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3 Dear Madam 

Kindly let us have an early remittance in settlement of our 
account which is now very much overdue (the goods were 
supplied tn January) 

Our prices are fixed on a cash basts and we are unable to 
give long credit 

Thanking you in anticipation 
We remain 

Your s faithfully 

Dear Madam 

We have made six applications for payment of our account 
for goods supplied in January without receiving a reply 
We cannot allow this account to remain outstanding any 
longer and must demand payment unthn SEVEN DA YS 
Awaiting your remittance 
We remain 

Yours faithfully 


Dear Madam 

Unless we receive payment of the sum of £8 8 s in settlement 
of our account by MONDAY MORNING we shall then 
issue a writ against you in the local County Court 

We tegr’t that you have made >1 nectssary for ui to take this 
most Unpleasant step but the account is tn respect of goods 
supplied m January and we are now compelled to enforce 
payment 

Yours faithfully 

A skilled collection clerk will use his repertoire of collection 
letters vnth discrimination varying them to meet the individual 
cases and taking into account his past experience of 
Treatment tfie P art icular customers and all the information he 
is able to obtain about them from the salesmen and 
sanction clerks and from outside sources In the case of local cus- 
tomers a representative should call to make personal application 
for payment before any letter of an unfriendly nature is sent as 
the customer may still have some valid reason for non payment 
but be unwilling to disclose it in correspondence 
^allnstJRJi. 'nttfcrvwlL hit -nnrOl< -mum 1 ffa&ivv L ■‘ftrey "<at "sigifid. 
by a pnncipal or an executive with an imposing title as this suggests 
that importance is attached to the matter Another hint is not 
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to send them- with the statements but a day or two afterwards, 
showing the customer that the letters are not -merely sent as a 
matter of routine It is usually a waste of time to send printed 
forms or circular letters to troublesome customers , they must be 
given the impression that their account has been marked for collection, 
not merely listed as overdue, and that it is receiving the attention 
of someone m authority who will be in a position to enforce payment 
Credit should be stopped immediately a customer is found to 
be undesirable, as willingness to continue supplies may be taken 
as a sign of weakness or an indication that the 
collection letters are merely bluff There is a point 
in the collection of overdue accounts at which fnendly 
appeals must give place to sterner measures, and the correct timing 
of this change of attitude is a way in which the expert collector 
shows his skill So long as a customer s continued patronage is de- 
sirable. having regard to her behaviour in the matter of payment, 
she should not be annoyed by unfriendly letters or refusals of ser- 
vice, but immediately she proves to be an undesirable customer, 
her credit should be stopped and a wnt should be issued for the 
amount due, after reasonably short notice 
A County Court wnt is the only communication that will obtain 
payment from some debtors, and as it is a simple and economical 
method (the debtor has to pay the costs) the retailer should not 
hesitate to use it m dealing with the debtors who obviously do not 
intend to pay until they are forced 
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BRANCH CONTROL 

The growth of multiple shops has been one of the outstanding 
features of retail trading in recent years and there are signs that 
the multiple shop has come to conquer as well as to stay There are 
dozens of public companies operating chains of branches spread 
all over the country several of them controlling over a thousand 
shops each while every populous district has its local chains in 
eluding the privately owned two-shop or three shop businesses 
which may be the nucleuses of some great chain of the future In 
some shopping centres every shop is a branch of a multiple shop 
company and as new residential districts are developed it is the 
multiples who step in and take the best shop sites 
The success of the multiple shop is due to the fact that it is 
simply retailing on orthodox lines with important economic ad 
Secret ol vanta 6 cs The multiple shop companies do not ask 
Mult pie people to change their shopping methods or habits 
Success 6° to the customer establishing their shops 

in the most convenient local centres and their sales- 
men are at hand to call on customers as often as desired The only 
difference the average customer notices between the ordinary shop 
and the multipl** branch is that the multiple branch is usually more 
attractive m appearance better equipped and more efficient in 
service 

This orthodoxy is a much more important matter than it may at 
first appear The difficulty which the mail order trader has in 
getting people to buy through the post has been explained in 
Chapter XV and it should be understood that similar difficulties 
will be experienced by any retailer who tries to make the public 
change its ways or to depart from orthodox methods 
The great department store however attractive it may be as 
a show place and however comprehensive its service may be is 
not on such sound lines as the multiple shop because the depart 
ment store owing to its size has to draw customers from a com 
paratively wide area It cannot be in the most convenient position 
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for all its thousands of customers they must be induced to make 
the joumey to the store Sensational and original forms of me r 
chandise or service must be offered as an inducement 
and this element of sensation tends to make the Mu ' tlp ^ e ^ hop 
business transient and the customers casual Department 

While the department stores at great expense are 
securing occasional visits from suburban residents the multiple 
shops are quietly and regularly serving these customers with their 
daily needs, thus performing the main function of retailing and 
getting a greater and more steady volume of business at a lower 
cost 

The advantages which the multiple shop organization (large or 
small) has over single shops may be summarized as follows — 

Power The purchasing and bargaining powers of 
all the shops are centred in one organization and may 7 0 ( 
be combined for the purpose of obtaining quantity Multiple 
discounts, exclusive selling rights and special con n ns 
cessions, marketing lines under the firm s own name or brands and 
in some trades buying job lots ana manufacturers remainders 
which would be too big for a single shop to take 
Efficiency The knowledge and experience of all the principals 
and employees are pooled and standard policies and practices of 
proved success are adopted for all the shops The employment of 
skilled specialists for such functions as organization advertising, 
displays, staff training finance accounting premises selection 
equipment and maintenance, and dispatch and transport operation, 
is facilitated 

Economy The drawings of the principals and the administrative 
salaries and expenses are spread over a number of shops making 
the burden on each branch lighter than that which the average 
single shop has to bear If desirable, this saving may be used for 
sales promotion purposes either by reducing the margin of gross 
profit, and thus making the pnees more attracts e to the customers, 
or by spending more money on advertising display and salesmanship 
Security The capital and goodwill axe spread over a number of 
shops and a number of shopping centres a valuable protection 
against failure through loss of premises or decline in the popularity 
of a shopping centre The multiple shop concern does not have 
' all its eggs in one basket, and can follow the trend of business by 
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o pening new branches in new centres and closing branches which 
cease to be profitable 

Publicity The name and shops become familiar to the public 
and the standardization of service inspires confidence so that all 
the branches advertise one another A satisfied customer of one 
branch is a fnend to them all dealing with them when in the neigh 
bourhood and recommending them to her acquaintances 
These advantages are just as attractive if not more so to the 
retailer who opens his first branch 1 e his second shop as they 
are to the multiple shop company which opens its 
BrancheMor hundredth branch If he has the necessary capital 
Retuter and has found a suitable site the opening of a 
second shop will bring the retailer a new body of 
potential customers and a new volume of sales and increase his 
importance and status m the trade It will give him greater scope 
for exercising his buying selling or administrative ability and free 
him from the limitations imposed by restriction to one shop and 
one district 

He will have the benefit of his experience with his first shop 
and be able to avoid the mistakes which everyone makes in starting 
in business The advantages and limitations of the position of his 
first shop will be a valuable guide to him m the choice of a site 
for the second and the policy and methods which may have taken 
him many years to evolve m his first shop can be put into operation 
on the opening day at the second shop 
The benefit of previous experience is most obvious when mul 
tiple shops and single shops open in competition at the same time 
for example in a new township The multiple shop 
has a trading policy which has already proved success- 
Flyin* start ful and its methods are all cut and dried so that 
it gives a characteristic and efficient service from the 
start but the single shop takes weeks to get into its stride and may 
show revolutionary changes of policy as the proprietor tests his 
various theories and ideas The multiple shop attracts and retains 
the particular class of customer it wishes to serve but the single 
shop s experiments and mistakes shake the confidence of the cus- 
tomers it attracts and may prejudice its ultimate success 
Generally speaking the retailer who extends his business by open 
ing new branches forming a multiple chain, is in a much safer 
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position than the one who extends by enlarging his premises and 
opening new departments, forming a department store The retailer 
opening branches is duplicating a successful business 
and keeping within his own trade but the one add Dangers of 
ing new departments may be experiment mg with De sj^« ent 
unproved theories or going outside his own trade. 

Some retailers have “burnt their fingers" very badly by dabbling 
m trades they do not understand e g the average draper makes 
an indifferent furnisher and a very bad provision merchant 

There is the further point that the retailer opening branches is 
spreading his risk over a number of shopping centres whereas the 
department stores proprietor stakes everything on his one trading 
position 

Shopping centres wax and wane in importance as the geography ” 
of towns is changed by building and rebuilding schemes and the 
class of customer changes also The multiple shop concern is able 
to profit by these changes, by opening branches in the new shopping 
centres and, if necessary, closing its branches in centres which have 
lost popularity, but the department store has to wax and wane 
with the shopping centre m which it stands The history of the 
first English department store, Shoolbred s, illustrates this Shool- 
bred’s rose to fame when Tottenham Court Road became the 
fashionable shopping centre of London but when the fashionable 
centre passed westwards and Tottenham Court Road declined in 
the public favour, Shoolbred's declined with it and passed out of 
existence in an incredibly short tune 

A retailer who contemplates the establishment of a branch must 
be sure that he can organize and maintain one that will be a credit 

to him The multiple shop companies are on safe , 

, , , . , * , „ . , . Branches 

ground here because their branches arc all of about Must be 
the same size and scope, and their businesses are not Repnsenta- 
of a personal nature, but a retailer with a large business 
requiring constant personal supervision may not he able to duplicate 
his business or to give personal attention to a branch Organizing 
a small branch of a large business is a much more difficult proposition 
than duplicating a business, as a small branch is not likely to be 
able to give its customers the same service as the parent business, 
the premises and range of merchandise must be smaller and it may 
not be economical to employ the same type of managers, salesmen. 
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and technical experts Some of the provincial branches of leading 
London retail houses are very bad advertisements for the parent 
businesses 

Nearly all our multiple chains have started with a single shop 
and grown steadily branch by branch In many cases amalgama- 
tions and absorptions of other businesses have contn 
W— - buted to the growth but with the most successful 
chains the identity of any business absorbed has 
been lost and all the branches have been made uniform in name 
policy shop-front general appearance goods service and methods 
The businesses absorbed may have had some influence on the policy 
and methods of the chain as a whole that is to say the chains have 
been ready to pick up good points from the absorbed businesses 
for general use at all their shops but a policy of standardization 
has usually been practised in order to ensure uniformity 
Standardization is a first principle of multiple shop trading as 
the full benefits of co operative or combined action cannot be 
obtained unless the policies and methods are uniform 
Stan tl£J» dl “ throughout the organization Great size that is to 
say a large number of branches bnngs its own prob- 
lems and these problems are accentuated if any of the branches 
axe non standard and, therefore require special treatment To en 
sure economical working a big multiple shop organization has to 
keep a close check on the growth of its head office administration 
and branch supervision expenses and systematic working is essential 
The principle of standardization is earned into the smallest de 
tails Window spaces and fittings are standardized to ensure uni 
formity in appearance and facilitate the production and issue of 
display material and the mterchange of such material between 
branches The lay out and stocking of branches and staff selection 
and training methods am standardized to facilitate the buying and 
issue of merchandise and the mterchange of employees between 
branches Clerical operations reports and statistics are stan 
dardized to facilitate the assembly of trading result figures and 
comparisons between branches 

Specialization is practised by nearly all multiple shop companies 
and often earned to extremes in order to give the shops and their 
service a distinctive character Some of them cater only for a 
\ery closely defined class of customer and others limit their range 
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of merchandise to a few well chosen hues 

brands It is not always easy for multiple shops to practise spec 

*s- 

feature of multiple shop t ™ dm 8 ms of the m lltiple shops 

trade ‘o^o'rettrmt'tb^r activUms .0 drstncts ,» wfuch there - 
a big volume of quick trade n „ d specialization 

A multiple concern practising they mus t all be in 

must select its shop sites with peat cam as they "to 
shopping centres with similar character, ties Select ns 
the si^t shopkeeper lookrng for a site or to. to. SMp so. 
branch must be careful to find a nc because 

wdl serve the same class of customer noth te»metotes 

rf he has to vary his mrvrce the ol , he benefits 

business rather than a branch ana ne wiu 

of multiple tradmg extremely high premiums 

The larger multiple &££- L/mquue and 

m order to secure premises m e y m lia% e to buy out 

vnll not take a second ‘ ' h uivestment m property 

an established retailer or m greatly to their 

ur order to achreve their object .™ ^ «“ 

capital commitments and “** pie sh^ concerns in selecting 

Another policy adopted by P better for example 

their shop sites is area concentration It * better 
for a multiple concern estabhshmg fa. shops ^o have 
them at say Bnstou Streatham “aptou Baton, 
and Tooting than at Bnxton g™” a concentration reduces the 
ley Walthamstow and Catfo ^ maUs lhe shops 

administration d , he ba Zhcs adsertrse one another 

better known m the district catered for 

more effectively and also enables local tastes 

more particularly 
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Ability to cater especially for local tastes, which are sometimes 
very pronounced is an effective weapon of the enterprising single 
shopkeeper in competition with multiple shops The single shop- 
keeper knows that the multiple shop manager's hands are tied by 
standardization, and as he usually has the manufacturers of pro- 
prietary articles on his side he can meet the multiple shop com- 
petition with comprehensive service in well known proprietary 
articles which find favour locally, backed by credit and delivery 
facihties which the multiple shop may not be able to offer. 

A vitally important point m branch organization is the fixing 
The Branch a branch manager s powers and responsibdities, 
Au?h«rty partlCularly m re e ard to buying, cash control, 
accounting credit granting, expenses, staff control, 
sales promotion, and service to customers 
In order to obtain the maximum benefit from combined pur- 
chasing, the bulk, if not all, of the buying is usually done at head- 
quarters, and the branch manager obtains his sup- 
Buymg plies by requisitioning them from the headquarters 
11 1 stores The range of lines to be earned at the branch 
is usually (leaded by headquarters, but the manager may be allowed 
to add lines which his customers demand or to exclude lines which 
are not suited to local tastes The size ol the branch stocks should 
certainly be decided by headquarters and the maximum and mini- 
mum stock system desorbed m Chapter VI may be used to control 
the branch stocks of individual lines 
In some trades however, it may be advisable to give the blanch 
manager authority to nuke certain local purchases for stock or 
Special t0 obtaul goods directly from suppliers to meet 
Orders special orders from individual customers His 
authonty m this connection must be defined closely 
an pure sing operations must be supervised by headquarters, 
as there is scope for dishonesty m local purchasing, especially if 
the branch is situated at some distance from headquarters 
When therefore, it is advisable to give the branch manager buying 
powers, it may be considered necessary for the headquarters’ buyers 
to make the preliminary arrangements with the suppliers, opening 
c e ough which the branch manager can obtain the goods 
or service he requires and, at the same time, arranging any safe- 
guards that may be necessary to protect the interests of the firm 
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It is necessary to keep a close check on the branch stocks as there 
IS considerable scope for dishonesty in disposing of them In many 
cases, the branch manager has to account for every stock 
article or particle of merchandise entrusted to him control 
either by reporting it as sold, and accounting for the 
proceeds, or by giving evidence that it is still in s oc n p . 
the headquarters usually keep a stock control account for each 
branch and debit to this account the value at selling fuses 
merchandise sent to the branch, or taken into the branch stoc 
from any other source All sales waste, breakages returns to held 
quarters, and transfers to other branches are credited to th, 
account, so that the balance of the stock control amount show" 
the value at selling prices of the stock that should be at the branch 
This balance is checked with stocktaking sheets sent in regular y 
by the branch manager . 

This system is sumlar to that used in department stores 
descnlied in the chapter on stock keeping and ,he ‘ trf 

are suitable for use in branch stock control if branch is sobstituted 
for "department “ 

Stock Control Account page ”g 

Requisition for Goods , , 3 

Waste Note 113 

Transfer Note n 7 

Price Alteration Report H3 

Puce Concession Report 

Where the branch takes daily deliveries from 

manager may be asked to send in a weekly S oc no of the 

to that illustrated on page 384 to facilitate the keeping 
stock control account At stocktaking times tho f ‘ 

reconcde his stock bsts with the balance shown on his curtent stock 
statement, and tins reconcdiat.on and the actual stock on hand 
may be checked by an inspector from headquarters 

Where the number of lines stocked is not great the urn • contro 
system" may be used With this system the branch manag 
reports, and the headquarters watch, t e s oc Umt 
movements of every line, enabling shortages to be Control 
traced far more effectively In a typical case the 
branch manager sends „ a weekly unit stock report sum a. do hrt 
illustrated on page 385, whrch acts as a requisition for further su[w 
plies as will as a stock statement, and gives the figure, lor each 
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BRANCH WEEKLY STOCK STATEMENT 

MULTIPLE SHOPS LTD Branch Old Kent Road 

Stock Statement Week ended 16th May 1331 


Stock at 9th May 1331 S3 S 6 

Deliveries from Head Office as below 123 8 2 

Other debits— 

Transfer from Walworth Road Branch 

( Transfer Vote CT 074 12/3131) 10 7 4 

£217 4 ~ 

£ * * 

Sales as below 126 1 9 

Returns to Head Office as below 11 9 3 

Other credits — 

Price reductions on old stock 

( Price Alteration Report C 4 382 14/3/31 ) 4 8 9 

Stock at 16th May 1031 75 4 3 


£ 217 4 
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individual line Inspectors may pay , stock rc port with 

branches on stocktaking days an c being concealed 

the actual stocks as a precaution against shortages 


by the manager be v ai ue d at seUuig 

The goods listed as sold during rpTX)rtec i for the week 
pnees and reconciled with the tak ^§ takings to be paid m by 
It is the usual practice for each Y monung , for the credit 
the manager at a local bank on the o o o send the 

of the headquarters banking account, and for him 
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counterfoil paying in slip receipted by the bank to headquarters 
as evidence of the payment He may be asked to send with it an 
analysis of the day s takings showing how the amount 
Tatung:* is made up and where the unit control system is in 
operation he may be asked to give the sales of each 
line The branch must be allowed to retain a sufficient cash float 
to enable change to be given and any petty cash disbursements to 
be met 

Where credit is given at the branch the manager may also have 
to send m a weekly cash summary reconciling the sales with the 
amounts banked and the total amounts due from customers at the 
beginning and the end of the week A summary of this kind is 
illustrated on page 387 

It will be noticed that on this summary the branch manager 
has to give details of all customers accounts over four weeks old 
His authority in regard to credit granting must be 
Grant ng defined very closely by headquarters If credit must 
be granted in certain circumstances he will usually 
be given general instructions as to the qualifications an account 
customer must have and the credit limits to be placed on individual 
customers and he will act as sanction officer for the branch Where 
large amounts are involved or inquiries have to be made however 
the customers applications for credit may have to be referred to 
headquarters and the inquiries may be directed from there In 
practice the distance between the headquarters and the branches 
has an important bearing on this sanction supervision If the 
branches are all in the same district there may be an advantage 
m centralizing the sanction operations so that the work is done 
by specialists with all the directories reference books and black 
lists at their disposal and the inquiry agents under their control 
and the branch managers may be allowed to telephone for instnic 
tions but when the branches are at some distance this may occasion 
too much delay and the branch managers may be in a better position 
than headquarters to pass judgment on the applications for credit 
Collection of 54016 remaj ks apply to the work of keeping 

Account* 0 customers accounts and collecting the amounts due. 

There are economic advantages in centralizing this 
work but these advantages may be offset by inconvenience when 
the branches are distant and if as is usually the case a copy of 
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the customers' accounts must be kept at the branches for refer- 
ence, centralization would mean duplication of work 
The branch managers may, however, be asked to send in lists of 
customers' account balances at frequent intervals, with the over- 
due accounts specially indicated, and the headquarters may under- 
take the collection of accounts that are seriously overdue In this 
matter of credit granting, a branch manager may be judged by 
results and it is sometimes difficult to treat all managers alike 
Some of them may be relied upon to watch the interests of their 
employers but others may be inclined to take risks in order to 
obtain sales especially if they are paid a commission on turnover. 

Generally speaking, it is helpful to pay branch managers partly 
by way of commission, but it may be advisable to pay this com- 
mission on net profits instead of turnover, encouraging 
Remuneration the manager to keep down his expenses and avoid 
Manager! bad debts and other losses, as welf as to promote 
sales Where the goods are charged to the branch at 
selling prices, the manager will not know the gross profits, or the 
headquarters expenses applicable to his branch, and it may not 
be desirable to let him know them In such cases his commis- 
sion may be a percentage of the sales, Jess a percentage of the 
expenses 

It is a principle of accountancy to keep income distinct from 
expenditure and it is therefore, objectionable for a branch to pay 
its expenses out of the takings In practice, the 
Eiptnsts takings are usually banked entire, important pay- 
ments such as rent, rates and local stock purchases, 
are made by headquarters and the branch wages and petty cash 
expenses arc met by headquarters sending the branch manager 
a weekly cheque Arrangements are made for a local bank to cash 
this cheque 

The branch manager makes out a weekly requisition for expenses, 
similar to that illustrated on page 389, and sends this to head- 
quarters m tune for the cheque to reach him on wages day. It will 
be noticed that the branch manager is asked to analyse his expendi- 
ture under headings prescribed by headquarters 

Vouchers covenng items already paid out of the branch cash 
float are usually attached to the requisition, and those covering 
wages and commissions are sent to headquarters immediately after 
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BRANCH WEEKLY REQUISITION FOR 
EXPENSES 


CHAIN STORES LTD 


Statement of Expenses 


Branch Cncklewood 
for Week ending 18th April 1931 


Wag's 

H Talbot Manager 
F Campbell Senior Salesman 
L Gordon Junior Salesman 
K Daly Boy 
Mrs Fraser Cleaner 


National Insurance 
Sandwich board men 
Postages 


ANALYSIS 
Wages 


N Insurance 
Advertising 
Postages 
Sundry Supplies 


1 IS 
5 

1 - 


I Total 

Required 

l 

5 

d 

12 

1 

6 

1 

IS 

5 

1 

1 

4 

4 

1 

3 

10 

- 

115 

15 

-y 


,„d by Mr 

HU1I 
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they have been paid These vouchers will be scrutinized and 
checked with the entries by a clerk at headquarters 
Where the branch staffs are large inspectors may pay unexpected 
visits to the branches on wages days and watch the payment of 
the wages or perhaps pay the wages themselves as a precaution 
against non-existent employees being entered on the wages lists 
or the amounts payable being overstated Wages vouchers are very 
easily faked or altered after payment The branch postage book 
may also be inspected if the postages are heavy 
The branch manager should have precise instructions as to the 
number and type of employees he may engage the wages he 
may pay and the other expenses he may incur and 
Control **e should be instructed to obtain the sanction of the 
proper executive at headquarters before he incurs any 
expenditure of an unusual nature 

In some multiple shop concerns all the employees are engaged 
by headquarters and appointed to the branches in response to 
requisitions in which case the branch managers will be expected 
to consult the staff manager at headquarters before making any 
dismissals or granting any wage increases special pay or holidays 
Centralization of staff control facilitates the interchange of era 
ployees between branches and the promotion of deserving employees 
When the individual branch staffs are small prospects for the 
ambitious employees are limited and promotion often has to take 
the form of a transfer from one branch to another Unless therefore 
the staff control is centralized there is danger of the branch situa 
tions becoming dead end jobs unattractive to the best type of 
employee It may also be necessary to give new employees a course 
of training at headquarters before they are appointed to a branch 
and to bring promising employees in for special training before 
they are promoted to more responsible jobs 
Accounts for branch expenses and special purchases which must 
be paid by cheque should first be scrutinized and signed by the 
branch manager and then passed to headquarters with any neces- 
sary explanations as a requisition for a cheque to be sent directly 
to the creditor 

By supervising the branch expenses headquarters will be able 
to control many of the activities of the branch including sales 
promotion Any schemes for local Press advertising circularization 
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or outdoor publicity will usually be directed by an advertising 
manager at headquarters who will say what part the branch is to 
take in the work Any sales promotion ideas the 
branch manager has will be submitted to the advertis Advertising 
mg manager lor approval and the advertising manager 
will sanction any special expenditure involved The object .n th 
is not only to prevent the branch manager from using any methods 
which would not be consistent with the policy of the 
also to obtain ideas that might be used at all branches Some branch 
managers have a flam for sales promotion and the »ene fi »' that 
should not be restricted to the branches at which they are *igage 
To encourage initiative rewards may be offered for ideas which 
prove to be acceptable for general use , . , 

Most multiple shop concerns make a strong P° ,, 

and many of them rely on window displays for their publicity 
undertaking no advertising Tins ,s consmtent with 
them pohey of keeping down prices and profit margins 
and securing commanding premises m busy shop- 
ping centres where the potcnl.al customers SB .passers V 
9 L work of planning displays and £££ 

materials is earned out by a display depa branch 

and if there is not sufficient work for a display man i at e^ch bra ^ 
travelling display m-n are employed to go a „ d 

arrange the displays This ensures a lug 0s makmg the m 

also uniformity of display at the vanous alBm Imes 

advertise one another and associating th P 
in the minds of the public . Quarters to supervise 

Supervision of expense also enab eS ^th merchandise 

the service given to customers in con 

particularly delivery and after sales service Service to 

branch manager must have precise 

gardrng the service to be given but t e ex e ^ omcis may 
which special services will be given *° P , proper relation 
be left to his discretion subject to his m ar| , B sltoa , ed m neigh 
of service expenses to sales When br d are paid partly 

touting shopping centres and the mst them compel 

by results headquarters may ha\e to gu j cotlC cssions 

ing with one another for business by o e 6 m md in 

or semeo to customers and this must be borne 
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viewing pnce concessions and sales promotion and service 
expenses 

Mention has been made of two purposes for which travelling 
inspectors may visit the branches, viz to check the stocks and to 
venfy the wages being paid Inspectors may also be 
Inspectors ^ployed to inspect the shop premises as regards 
general appearance, displays cleanliness, and fire pre- 
cautions to examine the accounts of credit customers, to see that 
the shops are open at the proper time in the monung with all the 
employees m attendance, and that they are closed at the proper time 
at night, and to visit the shops incognito to test the salesmanship 
In selecting inspectors for such work, great care should be taken 
to avoid the officious or quarrelsome type of person who would 
interfere unnecessarily and cause friction with the managers The 
inspector s attitude should be helpful and his criticism constructive, 
and he should be very careful not to behave in a way that will under- 
mine the branch managers authority over his staff or interrupt 
the work of the branch 

Comparisons of branch results are of great value in multiple shop 
tradmg, and it is the usual practice to assemble the figures weekly 
in a form which facilitates comparison A specimen 
Summary weekly summary of branch results is illustrated on 
Results page 393 The gross profit has been ascertained by 
taking a percentage of the sales, equivalent to the 
percentage of gross prufit included in the selling prices Where 
goods are subject to mark downs or waste, the gross profit percentage 
must be reduced sufficiently to allow for them The "establish- 
ment charges cover the rent rates, lighting, heating, repairs, main- 
tenance and other expenses of the branch premises, including a 
‘ rent charge for interest on capital where the premises are the 
property of the company 

The 'administrative charges" cover all headquarters’ expenses 
and those of any travelling inspectors, window dressers, or other 
specialists employed In the case illustrated the branches are all 
of about equal size and the administrative expenses have been 
spread evenly over the branches but in some cases it might be 
necessary to vary this charge according to the size of the branch 
and the amount of headquarters' supervision and assistance it 
requires 
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The summary B, therefore a ueekly profit “ d loss “ C °™“ s 
the company as a uhole enabling the development of the brniMSS 
to iSd Closely by the pnnc.pals and showmg »here the 

CeTthru^tro. system is m operation sepam.e «£ 
suminancs may be prepared for each line *»■«£ — 
and stock turn at each branch and for the whole Merchandise 
rtiam A summary of this kind is dlus rate Trading 

naee ini , Summary 

The branch and administrative expenses chared chargeabl e to 
to each line are a proportion of the to ex . { the tota l 

the branch, on a basis of sales value blanch sales 

expenses of a branch amount to 17 pc , u ^ I? per 

the expenses charged to each line for that ^ ^ * xp L£s 
cent of the sales of the line and if the admum ^ 
charged to a branch amount to 3 per cen 0 f 

trative charges to each line (or .hot branch olher 

the sales of the line Any advertising prep „ ou id be charged 

expenses applicable particularly to the new Irne Mould 
in addition before arriving at the trading pr a 

U wdl be understood that where profit eJuig 

smaU number of lines it is vitaUy ^ tQ bc watched 

value of each line to be known and fo efficiently successful 

continually This enables lines whic are n f or adver 

to be withdrawn, and is a guide to the •**»» A t0 the 
bang and display It is also a 
introduction of new lines and the choic 



CHAPTER XVIII 

CASH AND EXPENSE CONTROL 

The organization of the cashier's department of a retail establish- 
ment requires very careful planning, having regard to the responsi- 
bilities connected with the handling of money and the fact that 
much of the cashier s work is of a confidential nature 

Safeguards against dishonesty are important but, generally speak- 
ing, it is far easier to prevent dishonesty than to prevent mistakes 
and indiscretions and these may have far more serious results for 
the house Carelessness and indiscretions are human failings far 
more common than dishonesty and much more difficult to detect 
Cash control is an accounting function which normally falls under 
the supervision of the chief accountant in a big organization, but 
in a large number of shops the cashier’s department 
of K Ca»iuex 0 * 13 < k stmct ^ rom th® counting house, and the head 
Department cashier reports directly to the principals It is diffi- 
cult to make any general recommendation m regard 
to this as so much depends upon the size of the organization, the 
amount of tune which the principals can devote to supervision, 
and the personalities and relative importance of the chief accountant 
and head cashier 

The head cashier should, however, be a person of undoubted 
integrity, reliability and discretion, and should have sufficient 
authonty to protect the interests of the house There must be a 
clear understanding as to which principals or executives are entitled 
to give instructions to the cashiers and to ask them for information 
The staff of cashiers should be selected with great care, preference 
being given to employees from other departments who are known 
to be honest and discreet rather than to strangers It is a good 
plan to insure the fidelity of all employees handling cash with an 
insurance company specializing m this class of business, as these 
companies have facilities for finding out much more than the em- 
ployer can about an applicant for a responsible post, and the 
knowledge that they are under an insurance bond gives employees 
a greater sense of responsibility 
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The wo* o. the cashiers ***— 
systematically between the ^“^ re ^ be no doubt as to who 
should be in operation so th duty a t a certain 

,s responsible lor a certain task or who was on duty 

time , .,n .oetem is to provide lor all moneys 

The first essential in a cash ys ouicklv as possible 

reeved to pass into the hands ol the cashiers ^,ui ldy 

and to be recorded ^J^n precedmg «« 

revenue have already been dealt witn P oh 

chapters and the recommendations made may 

summarized as follows — ^ nT1 Pv enters particulars 

Cash S. Us The cashier who tato .he m»ney enters p^ ^ 
on a cash summary (see page 27a) “ od „ f duty Tin 5 

cashier with her takings at the en summary of his sales 

summary can be checked with the salesman s summary 

Bom stances Rumti b “"‘^RKeived Sheets (see 

lists all remittances received on ^emi s depar tment with 

page 398) and sends these sheets. o * wth a remittance 

the cheques postal orders etc Any be ^sdosed when 

received from an account customer is t j ie f t 0 { cash with 

the customer receives her next sta eme ca sh with order 

order remittances can be discoverc y ma y be difficult to 

sales checks to the cash received s iee s therefore attaches 

trace a theft to the culpnt Great unpo ^ en m and opened 
to the circumstances in which the pos to be opened 

and in some cases it may be adyisabe ^ representa 

m the cashier s department or be er s , the correspondence 

tive of the cashiers department to be st and take charge of 

department to watch the opening o 

the remittances norters will be paid m 

Cash on Delivery Cash collected by P represen tative of the 
by them to the cashier s departmen ° h depar tmept There 
cashier s department stationed in the duiP ^ ^ porter must 
is little room for dishonesty m the Cash on Delivery 

either bring back the money or the go any defalcation n 

Register (see page 287) will draw a en the post office money 
the case of C O D consignments entrus office and these 

orders will be received by post from 
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Provision most be mode tor the reception of aoooun* custom 
who attend personally to pay then accounts a matter that is 
especial importance in hire purchase or uis en Aecount 
business It is usually considered necessary to na Customer5 
a special cashier s desk in the shop for the reception Pay™* 
of these customers as the handling of paymen s °" ^ m 

account complicates the work of the 01 _ ^ {urther point 

delay them m attending to cash sales T business as con 

that account customers usually look u P° n a semor emp loyee 
fidential and like to settle their accoun cashier will have 

and with some degree of pnvacy The ff clerks as customers 
to keep in close touch with the sales g should 

may live querns on them accounts and the accoantde^' 
therefore be connected with the counting house by P 
The cashiers can only be held responsib ! ' * to see 

passes into their hands and it is up t 

that there is no danger of moneys due to the no M sMllane°us 
bemg pocketed by employees However comp ecejp 

sive the systems of the house may be t ere is ^ ^ over the 
for close and constant supervision of th P trans 

count., and out of the goods and stafi e*,.s »d 
actions as the rhsposal of waste ^ CB rendered to 

pactrng garage or other , f’ pp ' , ' S !”j ovees and others must be 
customers tenants neighbours employ pnsure that goods 

regularized and supervised It is not enoug ^ the cashier s 

or services are paid for — the money mus 

department ihe issuing of official 

A certain amount of security attaches a jj amounts 

receipts similar to that illustrated on page 4 
received other than cash sales m quick trade Offic a* 

receipts should be numbered by the pnnter an e 

up into duplicate books enabling a copy ° made as small 
receipt to be kept in the book If the ^ convenient to 

as possible and are gummed at the bac i w j llc h have been 
stick them on to the sales checks or statemen , boo ks to 

paid A careful check should be kept on me( j persons Th e y 
prevent their getting into the hands of unau an( j ta ken away 

should be issued to the cashier as she goes on The ca rbon 

when she hands in her takings and cash su 
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copies of the receipts should afterwards be checked with the entries 
on the cash summary and the numbers of the receipts should be 
noted on the summary in case it should be necessary to refer to 
a copy receipt at any time 


1M April 1931 CR 7346 


Received from Mrs Ferguson the 
sum o( Twenty one pounds nine 
shillings and elevenpence 


Cheque 

| ci< j >• 


For and on behalf of 

SMITH S. SMITH 

T77n 7 EUloH 

| 11 I Cashier 


The cashiers should be made to sign the receipts not merely 
initial them as initials are easily forged and a signature identifies 
the cashier more closely with the receipt It also prevents the 
cashiers from allowing anyone else to give receipts for them 


CASH RECEIVED DOCKET 

Date Wk April 1931 
To Casluer s Department 

Please receive cheque 
From Mrs Ferguson 

27 1 Lilly Villas Bamdown 

In payment of 

Statement to 31st March 1931 F/82 


j Entered by 

| Rect No 


J J EUtott | 

7346 | 

Furnishing 1 


| £21 j 9s |/m] 
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In some cases ,t may be necessary to prov.de Cash Reeaved 
Dockets" s.milar to that illustrated on page 400. on which parti 
Urs ol a collection may be recorded by the cashier ^ 

or other employee who deals with the customer Such Rtcll „ 4 

dockets may. tor example, be used when customer Dock... 
call to pay them accounts, as they will probably wish 
to take away with them the statement or invoice the ^ 
and also when van porters, account — jnd 
“rover” salesmen pay in sums they h docket 

will probably list the collections for each department 

The dockets are numbered consecutively in the ca the 

and tiled away carctully the number, being no 
collections, so that the dockets can lie trac 1 {rom the 

Cash Received Dockets regulanze the passing 0 V 

employees to the cashicts and also provide t e ras th 

lion that W.U ensure the correct atlocat.on ot th. payments ,n 
books ot account. bl(:r s depar tment 

As soon as the collections are report ed wt h sufficient 

they should be recorded m a ' Cash Recetved 1 00k with 
particulars to enable the items to be ere cash 

the proper accounts Analysis books similar to that R ^«d 
illustrated on page 402, are commonly use 

purpose, because they marshal the entries subsequent 

convenient headmgs and save detailed entries and the 
extraction of figures , fnr rash sales, 

It wdl be noticed that there are separate c0 ,, ectlonSi and sales 
cash with-order remittances cash on de 1 '’ ery . slon i S unportant, 
ledger account customers’ payments is res a different 

because each of these four classes of en ry 
treatment, which will be described in C ap =r ^ fot 

It is advisable to have two Cash R *f' a „d Fridays 

alternate days, 1 e one for Mondays, , s This enables 

and the other for Tuesdays, Thursdays, and ba J the CWO , 
ihe counting house clerks to work on t e po previous day 

COD, sales ledger and nominal ledger items f^pts 
without mterruptmg the entry of the curren y ^d off ’ 
The Cash Received Book should e o a , ^^te the checking 
every time the takuigs are banked, in or er 0 cer tam items 

of the pass book. If it is found that the bank treats 
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(eg Scottish cheques) separately a paying in summary . ana lys 
mg the takings according to the method adopted y 
should be written in the Cash Received Book at 
each banking It is advisable to draw up a schedule Banking 
of paying in times designed to catch the v ^ n0 | US _ R . 
deanngs of cheques and to insist upon the Cash Received 
being ruled off and the takings assembled in good time 

thH 0. fakmgs on the p«— caught . to Wvo.ded 
as much as possible so that the cashiers so . h 

bank as much* they can before the banks close Some bade* have 
night posting boxes m which takings can be * 
the bank has closed and retailers should take full adv g 

Tmquent paying m means less cash in the house : smaU e^sums 
m transit to the bank more systematic w or “g book 

department earlier credits at the bank an the 

reconciliations Not only is the risk of loss ortan t matter 

retailer obtains the use of his money quicker a very P 
if hiscapital is limited or if he is paying interes onov 
Wg from income to expenditure the cashm ■*> ^ s 
see first that all expenditure is duly anthemed second that 
payments are made at the proper time an t ' 
that proper records are kept Cashiers should not be Exp 
allowed to authorm expenditure of 5C0 ™ not only 

would be too great a responsibility and woul gi 
for dishonesty but also for errors of judgment 0 f the 

Expense control . a vrtaf function of “‘^^nnsion 
close attention of the principals because r ces of the 

of expenditure not only safeguards the fitable c han 

house but also directs its outgoings into V ^ accountutg 

nels It is therefore more a matter of po y control of 

and control of commitments is more important ^ cheqlie 

payments Querying a suppliers ulV0l “‘?‘ ’ \ L a n order because 
is a very poor alternative to querying or holding P done lt 

once the goods have been supplied or the wor of deUy 

« too late to stop the expense and any atte p s and 

payment may lead to controversy with suppliers g 
injury to the retailer s credit reputation 
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In a well organized business the whole of the income and ex- 
penditure is budgeted in advance having regard to (i) the aim 
and policy of the business (2) the forecast of probable 
Budgeting sales and expenditure (3) the financial resources, and 
(4) the unavoidable expenditure, or standing commit- 
ments The methods employed have already been described in 
Chapter VIII but it may now be helpful to take a hypothetical 
case and show how the budget is put into operation 

It may be imagined that after careful consideration of all factors, 
the principals of a retail business have settled upon the following 
budget for the ensuing year — 


SalrJ /400 000 

Purchases ol merchandise 300 000 

Salaries wages and commissions 40000 

Advertising 15 000 

Rent rate* lighting beating repair* maintenance and 

other premises expenses 13 000 

Dispatch delivery and packing matenals 5 000 

Displays showcards and tickets r 000 

Stationery and pnnting (other than advertising) 1 000 

Salesmen s travelling and incidental expenses 1 000 

Postages and telephone 500 

Insurances 300 

Sundry expenses 1 000 

Profit before allowing for depreciation taxation re 

serves and contingencies 20 000 




In preparing a budget 0/ this kind a retailer is spending anticipated 
income and it is therefore important for the sales figure, upon 
which the figures are mainly based to be reasonably 
Estimating assured It is a disastrous mistake to budget ex- 
jncome and , . * 

Expenditure, penditure on the basis of an optimistic sales target, 
but this is a mistake very often made The sales 
figure to be used is not the target at which the business will aim 
but the figure which can safely be expected 
Another great mistake is to budget for cash expenditure on credit 
income, unless the resources of the business are sufficient to meet 
the difference, or the credit can be financed on reasonable terms 
On this question of ways and means the chief accountant and head 
cashier should be consulted before the budget is settled 
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Having: decided how much the business shad spend under each 
heading the principals must decide uho shall spend the money 
on what instructions and under what supervision 
The amount appropriated for purchases of mer g^nditure* 
chandise will be divided amongst the buyers in the 
form of sanctions as described m Chapter V talcing advantage 
of the opportunity to further the policy of the house as regards 
departments to be extended and departments to be restricted and 
reserving a margin for supplementary sanctions and possible new 
departments The principals will also decide whether the buyers 
are to be given a free hand in using their sanctions or are to be given 
general or specific instructions regarding their commitments A 
buyers sanction may for example be divided into sections so 
much for one class of goods and so much for another 
The next question is Who is to supervise the buyers ? In 
some shops the counting house keeps the buyers commitments 
within their sanctions and will pass a supplier s in 
voice on the buyer s signature subject to the order Supervision 
having been passed by the counting house and to Commitments 
there bemg evidence of the receipt of the goods 
In practice the invoices are usually checked and signed by the buyer 
a receiving room official and a counting house official {see page 85) 

In other shops it is considered necessaiy for a principal or 
executive to act as merchandise manager and supervise the 
individual purchases criticizing if necessary the 
goods ordered the choice of supplier the quantities 
ordered the prices and terms of payment the time 
of placing the order and the time given for delivery This is an 
entirely different form of supervision from that practised by an 
accountant and requires considerable technical knowledge of the 
goods 

The merchandise manager usually operates the sanction control 
and may relieve the counting house from the responsibility of keep- 
ing the buyers within their limits This opens the question of 
whether the merchandise manager s work should cease with the 
passing of the buyer s orders to the suppliers or whether he should 
be asked to sign the suppliers invoices 
Generally speaking it is advisable to reheve the merchandise 
manager of the task of checking invoices as this is something of 



RETAIL MANAGEMENT 


406 

a duplication in view of the fact that he has already passed the 
order to the supplier If, as is generally the case, the merchandise 
manager signs the counting house copies of the orders he passes, 
the counting house can be given the task of "matching" these 
copy orders with the invoices and seeing that every invoice they 
pass is covered by an order which the merchandise manager has 
signed 

The system covering the purchase of merchandise may be ex 
tended to cover any classes of expenditure which involve the pur- 
chase of supplies or the employment of outside con- 
Dep P 2 uimenu tractors The manager of each of the supply or ser- 
vice departments, e g advertising, premises, dispatch, 
display, and stationery may be looked upon as a ‘buyer,’ and made 
to keep his expenditure within the limit of his appropriation, to 
give official orders on the prescribed form to his suppliers and 
contractors, and to obtain the sanction of a principal or executive, 
specially appointed to supervise lus class of expenditure, before any 
order is given 

In deciding to what extent the individual commitments shall be 
supervised and by whom the principals must consider how much 
supervision the various managers of spending depart- 
Conttol* ments need and how much scope they have for dis- 
honesty or wastefulness The proprietor or managing 
director may take it upon himself to supervise all expenses, dele- 
gating the detail work to his personal assistants, or a "supervisor 
of expenses may be appointed to control the expense commit- 
ments in the same way as the merchandise manager controls the 
commitments for merchandise 

A further check on the activities of the manager of a spending 
department may take the form of a subdivision of his appropriation 
For example the advertising manager may be allowed so much 
for Press publicity, so much for outdoor publicity, and so much 
for direct mail publicity 

Special supervision must be given to commitments for expenditure 
of a recumng nature such as rents and regular service contracts 
.4U npjy.nty juir.b .aiptsnsh&w .shnsild Aw jass «J Ay 7 Abe 

principals, e g by the Board of Directors, before any liability is 
incurred 

Capital expenditure should be made the subject of special 
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appropriations after the principals have given careful consideration 
to competitive estimates and their relative merits and costs and 
to the recommendations of the various executives concerned 

In devising a system of expense control care must be taken to 
avoid perfunctory signing which is far too common in the larger 
retail businesses Some directors and managers are 
irresponsible or gullible enough to sign anything and 
everything When queries arise such people will un 
blushingly say that they know nothing about an order or invoice 
they have sanctioned that it looked all right or that they signed 
it because So and so had signed it 

Consideration must therefore be given to the personalities of 
the supervisors as well as to their positions and authority must 
not be given to persons who will not accept responsibility or who 
have no means of checking the expenditure they are asked to 
authorize 

In most cases invoices Irom suppliers and contractors will be 
the basis on which payment is made or the supplier s bought ledger 
account will be credited and the invoices will bear the 
signatures of the persons authorizing payment The invoices 8 
counting house will have the responsibility of scrutin 
izmg this authorization before they pass the invoice into their 
records The manager of the spending department is usually 
the first to pass the invoice and the counting house match it with 
their copy of the order issued to the supplier making sure that 
the order was duly authorized by the principal or executive respon 
sible for the supervision of the particular class of expenditure 

If the invoice is in respect of supplies the counting house will 
obtain the signature of a receiving room official on the mvoice 
In the case of service other than goods they will require some 
evidence that the work has been done e g in the case of Press 
advertising a specimen copy of the advertisement may be attached 
to the mvoice 

The signature of a counting house official on an mvoice should 
mean very much more than that the calculations and additions have 
been checked It should mean that every precaution counting 
has been taken to see that the mvoice is a correct House 
statement of a sum property payable by the Responsib 117 
house in respect of services which have been rendered on the 
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instructions of the proper authority The counting house officials 
must be made to take a broad view of their responsibilities 
It is imperative for a retailer to know the full extent of his 
liabilities at any time, and all mvoices for merchandise or expenses 
should, therefore, be dealt with immediately they are received 
In big retail establishments there is a tendency for buyers and 
departmental managers to put off the checking of invoices until 
a "slack” day but as this often leads to mvoices being mislaid, 
kabdities being overlooked discounts being lost, and controversies 
with suppliers and as the success of claims on suppliers for adjust- 
ments in respect of overcharging shortages, damage, or " goods not as 
ordered,” may be prejudiced by delay in querying the invoice, pro- 
crastination must be prevented 

In some shops the suppliers’ mvoices are listed m the correspon- 
dence department as they amve.and the lists giving the names of the 
buyers to whom the invoices are passed are sent to the counting 
house The checked mvoices received from the buyers are afterwards 
marked off on the lists, and any slackness on the part of a buyer, 
disclosed by a scrutiny of the lists of outstanding mvoices, is 
reported to the management for disciplinary action to be taken 
As soon as the mvoices have been passed, they should be recorded 
in a "Purchases Journal" or "Bought Journal," similar to that 
illustrated on page 409 in wluch the items are analysed 
Journxf* under the appropriate headings In a department 
store, the merchandise purchases would be analysed 
under the names of the various selling departments, and a separate 
journal would be kept for expense items 
From the Purchases Journal, the items are credited to the indi- 
vidual suppliers' accounts in the Bought Ledger The form of Pur- 
chases Journal illustrated gives the terms of payment and discounts 
obtainable These terms, which should be settled by the buyer at 
the time of ordering and noted on the order, are "posted” from the 
copy order into the Purchases Journal, and from there on to the 
headings of the suppliers’ accounts in the Bought Ledger. 

Cash discounts are valuable, and mount up to veiy 
JhiurauUr considerable figures in the course of a .year; for 
example, if a retailer whose purchases amount to 
£300,000 a year obtains z\ per cent cash discount, on an average, 
this Hill represent a saving of £7,500 a year In some trades, a 
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retailer with plenty of working capital can obtain very substantial 
discounts from "hard-up” suppliers, possibly as much as 10 per 
cent for cash in seven days 

Sometimes a retailer with limited means has to choose between 
(i) borrowing money at interest m order to pay his suppliers’ 
accounts promptly, and (2) keeping his suppliers waiting, at a 
sacrifice of discounts Generally speaking, it is much better to 
borrow, if one can, than to keep the suppliers waiting, as the interest 
payable is usually much less than the loss of discounts would 
amount to If, for example, a retailer loses a discount of 2J per 
cent in order to obtain an additional month’s credit from a supplier, 
he is paying at the rate of 30 per cent per annum for the use of the 
money 

With monthly accounts it is usual to wait Ur the suppliers’ 
statements, to check these with the bought ledger accounts, and 
to pay them on the statements, after the cash dis 

Statements counts have been deducted and the statements have 
been signed by the bought ledger clerk, and possibly 
countersigned by the chief accountant or some other counting house 
official, who scrutinizes them and may refer to the bought ledgers 
or to the Purchases Journal for verification In some houses the 
official who countersigns the suppliers' statements traces the items 
in the Purchases Journal and marks them off as " paid " 

Normally, the suppliers' invoices are filed away m the order of 
the entries in the Purchases Journal, but in some counting houses 
they are kept in alphabetical order under the suppliers’ names until 
payment becomes due, and are then attached to the suppliers’ 
statements as supporting vouchers, or may themselves be used as 
a basis for payment The advantage of this method is that the 
principals called upon to sign cheques can have the invoices bearing 
the buyers’ and other signatures before them, as well as the state- 
ments, which usually give very little information It also facilitates 
the immediate payment of accounts, in order to obtain special 
discounts Some suppliers offer a ‘ sliding scale” of discounts ac- 
cording to the penod of credit taken , for example, they may allow 
2 1 per cent for payment in one month, le "on statement," or 
5 per cent for payment within seven days, 1 e "on invoice.” 

The general practice is for the statements or invoices to be passed 
to the cashier’s department for the cheques to be drawn, and, 



before drawing the cheques the cashiers will satisfy themselves 
that payment has been duly authorized Cheques should never be 
drawn on verbal instructions Where there is no in Drawing 
voice or statement to support a payment the cashiers cheques 
should ask for a written cheque requisition or 
memorandum stating precisely what the cheque is for and bearing 
the necessary signatures authorizing payment The operation of 
signing cheques gives the principals an opportunity to supervise 
the payments and scrutinize the supporting vouchers and the 
instructions to the bank should limit the authority to sign cheques 
to those principals or executives who can be relied upon to do so 
conscientiously and intelligently Here again perfunctory signing 
is very common and should be avoided in the interests of all 
concerned . , 

In the case of limited companies it is customary for chequ 
be signed by two directors and it is advisable for one of these 
to be the managing director or some other director w o o ows 
business of the company from day to day The c ec l u ® s may 
be signed by the chief accountant as an indication that the coun g 
house accepts responsibility for the correctness of the , { 

the secretary who knows the wishes and decisions of the Board of 
Directors as a whole and may be instructed to watch certain po 
m connection with the expenditure , 

Salaries and wages represent a very important item of expen 
ture calling for special treatment The amount appropna 
this purpose in the budget of expenses must be o- SaJanes ^ 
cated to the various sections or departments of the wages 
business taking into account the existing commit 
merits and any point in the policy or programme or 
year which involves the increase or the cutting own o 

rarely a r ££-3 
their appropriation that is to say "nth regard to the PP"^ 
or dismissal ol employees or adjustments in t eir Mls as 

tion In nearly all businesses some principal , 

staff manager controls the staff costs of the various 
m accordance with the budget allocations an sup ^ has been 
ment of individual employees This form of supe 
described m Chapter XII 
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The preparation of wages lists is usually entrusted to counting 
house derks, carefully chosen for their integrity and discretion 
The majority of the employees will, probably be weekly wage 
earners regularly employed The wages for such employees are 
recurring items, continuing until further notice, and, 
W Earno^ 8 ^' m practice, the wages clerks usually make up each 
week s wages list by copying the previous week s list, 
subject to any adjustments which have been notified to them It 
is, therefore, important for the adjustments to be notified to the 
wages clerks authentically and in writing, in order to avoid delays, 
mistakes, and controversies 

A "Memorandum of Engagement' which may be used in notify- 
ing the wages clerks of new employees is illustrated on page 249 
This is signed by the principal or executive act mg as staff manager, 
and may be countersigned by the manager of the department m 
which the new employee is to start work 
A "Notification of Wages Alteration' form, suitable for use in 
notifying the counting house of transfers, dismissals, resignations, 
and increases and decreases of salary, is illustrated 
©tCh*nee? on P a S e 4 X 3 This is also signed by the staff manager 
and the manager of the department in which the 
employee is working On this form the inoperative sections are 
crossed out, in order to make the nature of the alterations clear 
and to guard against an unauthorized alteration being made after 
the form has been signed, for example an increase m salary being 
added to a transfer without proper authority 
The reason for notifying transfers of employees from one 
department to another, whether or not there is an increase of 
wages, is to enable the wages clerks to charge the emplojees’ 
wages to the correct departments, m cases where the wages are 
analysed into departments In such cases the managers of both 
the departments concerned may be asked to sign the notification 
form 

The prompt notification of dismissals and resignations must be 
insisted upon, as this is often neglected and, if wages are drawn for 
employees who have left, there is grave danger of someone pocketing 
the money Cases have been known in which employees’ wages 
have been drawn and pocketed by the cashiers for months after 
they have left 
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The wages clerks need not be told whether the employee has 
resigned or been dismissed 

In large establishments a separate wages list is prepared for each 
department and is signed by the manager of the department, the 
staff manager and the wages clerk, before it is passed 
Authority to the cashier s department for the cash to be drawn 
Payment The manager, of each department should be instructed 
to look upon the wages list as a charge against his 
department and to make sure that the items are correct, and in par- 
ticular that he is not being charged with the wages of persons no 
longer employed The staff manager will take advantage of the 
opportunity to see that all alterations notified to the counting house 
have been made on the wages list and he should also pay particular 
attention to the removal of the names of employees who have left 
In many shops recording tune clocks are used to check the 
employees movements in and out of the budding and so draw 
attention to absentees and to employees who arrive 
Tmtt°ciocks * ate ta ^ e more than the authorized tune for meals, 
or go home too early There are two types of tune 
clock m common use with the fust each employee has a weekly 
time card and a distinctive number and boards bearing slots with 
all the employees numbers are fitted at each side of the clock 
When the employees are entering the budding the cards are m the 
slot on the nearest side to the door and each employee takes his 
card out of his slot inserts it in the clock machine for the tune to 
be recorded on it and then puts the card in his slot on the other 
side of the clock When the employees are leaving the building, 
the movement of the cards is reversed The cards left in the outer 
slots m the morning show the employees who have not arrived, 
and the cards left in the inner slots at night show the employees 
who are still in the budding 

With the second type of tune clock cards are unnecessary A 
punch revolves on a wheel bearing the employees numbers, and, 
as each employee punches his number the tune 
T Qock° f 13 recorded against the number on a sheet of paper 
inside the clock machine This type of clock does 
not show up absentees and employees still left in the building so 
obviously, and is not such a good safeguard as the card system, 
as it is easier for an employee to punch the wrong number by 
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mistake than to use the wrong card and easier for him to punch twice 
m order to ' clock in a inend than to take two cards, insert them 
in the clock one after another, and put them away in the proper slots 
Whichever type of tune clock is used, there should be a timekeeper 
on duty at the clocks to watch the employees passmg in and out 
as, in the absence of such supervision, a great deal of clocking in 
for friends goes on and the object of the tune recording may be 
defeated 

In some shops the time cards or clock sheets are passed to the 
wages clerks who note the absences (A), late arrivals (L), early 
departures (E), and overstayed lunch times ( 0 ), on 
T ' Report* ng *ke wages sheets A wages sheet with this tune report 
is illustrated on page 415 Where this form of wages 
sheet is m use any misbehaviour of the employees is brought to 
the notice of the executives who sign the wages sheets, giving them 
an opportunity to take disciplinary action at the most appropriate 
tune— wages day An adjustments column is provided in the 
Wages Sheet illustrated in order to reconcile the wages rate, nor- 
mally recurring from week to week, with the wages actually paid 
In some shops commission, overtime, holiday money, and bonuses 
are drawn and paid with the wages, m which case the adjustments 
column can be used to record these items 
The salesmen s commission is usually paid on the basis of the 
salesmen s daily summaries (see page 271) upon which the amount 
of commission due to the salesmen may be worked 
CommiMion. out by them In some shops, the managers of the 
selling departments compare the items on the sum- 
maries with the copy sales checks m the salesmen s books, check 
the additions and calculations and certtly the correctness ol the 
amount of commission claimed by the salesmen In other shops, 
the salesmen hand their sales check books and summaries in to the 
counting house every night for inspection and the checking is done 
there With this method, each salesman must have two sales check 
books, for alternate days 

The total amount of commission claimed daily in each depart- 
ment should be reconciled with the day’s sales for the department, 
■asTaY/cfcdtfi Vy Wit ctimtang house lor accounting purposes 
Commission should be paid as soon as possible after it has been 
earned in order to associate large sales with high earnings and small 
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sales with low earnings m the minds of the salesmen The com- 
mission week should therefore end a day or two before the wages 
week, to enable the commission to be paid with the 
wages while the events of the week and the circum- J™ mp \ 
stances in which the commission was earned are still Advisable 
fresh m the salesmen's minds It is found that li 
commission up to Wednesday night is paid with the wages on Friday 
it has a far greater sales promotion influence than if the commission 
is paid a week in airear 

Generally speaking, payment of overtime is to be avoided as far 
as possible in retail business, as the practice is open to abuse An 
employer can always reward an employee who under 0T4rtune 
takes extra work, outside his normal duties whether 
or not the employee claims extra payment, but it is dangerous 
to systematize the payment of overtime so that the employees 
demand it as a right The length of time an employee works is not 
always an indication of the amount of work he does and in some 
large establishments where overtime is paid systematically, on the 
evidence of the time cards the regular recipients include employees 
who are not efficient enough to get through their allotted tasks in 
the normal working day, and others who have no desire to do so, 
having regard to the overtime which they can earn by ' going slow " 

If employees are paid a fair living wage, it can be made clear 
to them when they are appointed that this wage includes any extra 
assistance they may have to give dunng stocktaking, sales or special 
events Where an employee undertakes extra work which cannot 
reasonably be considered as covered by his wages, his manager 
should bring the matter to the notice of the principals or staff 
manager, without making any promise to the employee, leaving 
them free to make any special grant they think fit 

Payment of wages in advance on account of holidays causes a 
great deal of difficulty in many shops, as this upsets the compara- 
tive figures from week to week and gives scope for 
mistakes and dishonesty This difficulty may be Money 7 
avoided by estabbshing a holiday suspense fund'* 
or “holiday float,” from which the holiday advance wages will be 
paid The wages sheets will not then be affected by holidays, as 
the wages of the employees away on hohday will he drawn as usual 
and repaid to the “ holiday suspense fund " 
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When the preparation of the wages sheets has been completed and 
the necessaiy signatures have been obtained, the sheets should be 
passed to the cashiers department for the cash to 
? Wages* 1 * ^ ^ rawn ^ rom ^e bank and the payments to the 
individual employees to be made by the cashiers 
None of the persons who have taken part in the preparation or 
checking of the wages sheets should take part in the actual payment 
of the wages, otherwise there is scope for dishonesty 
To facilitate the payment of a large number of employees, the 
wages are usually made up in envelopes with the employee’s name 
and the net amount payable on the outside of each envelope In 
some shops the employees call at the cashier s office for their money, 
certain times of payment being allotted to each department In 
others the cashiers go round the departments and hand the em- 
ployees envelopes to them at their posts The latter method is 
preferable, as it does not take the employees away from their work, 
and it prevents unpersonation 

It may be considered advisable to obtain receipts for the wages 
Some employers have a simple form of receipt printed on the out 
side of their wages envelopes as m the illustration 
Receipt* below and instruct the employees to sign these and 
hand them back to the cashier at once th& advantage 
of this system being that it forces the employees to open their 
wages envelopes and check the contents in the cashier s presence, 

WAGES ENVELOPE— RECEIPT 


WAGES 
Mr H Bright 

Silver Dept 

Received the sum ol 

fH 1 * H 

H Bright 
1st May 1931 
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and thus prevents controversies Where the employees call at the 
cashier s office for their wages it may be more convenient to use a 
receipt book giving a separate page to each employee, in which he 
signs regularly every week against the net amount he receives 
Thij method is safe as well as convenient the signatures 

can very easily be compared — a safeguard against impersonation — 
there are no small receipts to get lost and the receipt book can 
be checked with the wages sheets very quickly 

It is usual to pay the more important employees monthly and 
some employers pay all senior employees by monthly cheque in 
order to lighten the clerical work and reduce the 
quantity of cash handled on wages days Although s^riaf 
there are obvious advantages m paying salaries 
monthly rather than weekly it must be borne in mind that the 
fact of being paid monthly may support an employee s claim to 
at least a month s notice where there is no formal agreement covering 
his appointment 

The convenience of the individual employees should also be taken 
into account as monthly payment might cause hardship m some 
cases Generally speaking monthly payments are beneficial to 
employees because they encourage them to open a banking account 
and tins usually leads to saving but where employees are inclined 
to lne beyond their mcomes, monthly payments are likely to lead 
them into debt and consequent difficulties Such employees are 
better off with weekly payments which show them more clearly 
how much money they liave to spend 

Where the employees on the monthly list all have banking ac 
counts, it is possible to dispense with the drawing of separate 
monthly cheques for them, by instructing the bank B ank 
to transfer the amounts payable to the credit of the Transfers 
employees accounts at their banks It will only be SaJ ^ les 
necessary to send the bank a list of the salaries for 
the month with the names and addresses of the employees banks 
and one cheque, payab'e to the bank, for the total amount 

This method has the advantage of secrecy, because the amounts 
paid to the individual employees do not appear in the cash book 
or pass book, and as the monthly list includes the principal execu- 
tives, this secrecy is important 

The monthly salary list will probably be scrutinized and signed 


ji— (6156) 
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by the principals themselves or passed by the directors of a company 
at a boaTd meeting 

In seasonal trades and shops which stage bargain sales and 
special events the regular staff is augmented by the employment 
of casual labour — temporary salesmen clerical or 
Labour manual workers engaged lor the petiod of the event 
or by the day or hour Where casual labour has to 
be employed it is necessary to earmark a proportion of the wages 
appropriation to cover the cost For example the buyer of a certain 
selling department may be allowed £ 1 100 per annum for wages 
with jT 6 o earmarked for casual labour at sale times allowing him 
£20 per week for his regular staff Unless this is done there is 
danger of the departmental managers spending the whole of their 
appropriation on regular employees so that there is nothing left 
for casual labour and the departments have either to go without 
extra assistants at sale times or to be allowed to spend m excess 
of their budget limits 

It is advisable for the wages of temporary employees to be 
treated quite separately from those of the regular staff and for 
separate wages lists to be prepared for them In 
Staff P List 7 practice a weekly list of the temporary staff in each 
department and the sums payable to them or their 
hourly or daily rates is usually sent to the counting house by the staff 
manager or whoever else engages them and the wages clerks make 
up the temporary staff wages sheets from these lists and the tune 
cards It is very important to have time cards for temporary em 
ployees even if this system is not in general use as them attendances 
may be irregular and there is some danger of wages for casual 
employees who have not reported for work at all being drawn and 
pocketed 

The wages sheets for temporary workers should be signed by the 
departmental managers concerned and by the staff manager and 
should be paid by the cashiers as m the case of regular employees 
It is most unwise to entrust the payment of casual workers to the 
departmental managers 

Special attention must be given to the supervision of national 
health and unemployment insurance contributions as the stamps 
used are valuable and any neglect or defalcation may lead to the 
retailer incurring penalties for not stamping cards as well as the 
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loss of the stamps On no account should the clerks who stamp 
the cards be allowed to buy the stamps the stamps required, as 
shown by the wages sheets, should be purchased by 
the cashier's department and affixed to the cards by j nsurances 
the wages clerks in the counting house 
At irregular, but frequent intervals, the secretary, staff manager, 
or some other executive should inspect the insurance cards, in order 
to see that there are adequately stamped cards for every employee 
on the wages list Casual employees cards should always be in 
spected when they are being paid off, as such employees often 
neglect to give in their cards and there is danger of the stamps 
being pocketed Confusion is often caused by employees neglecting 
to obtain new cards or to give them in, and the timekeepers should 
be instructed to press for the new cards at the beginning of each 
insurance period and to obtain cards from new employees 

Petty cash disbursements must be controlled with as much care 
as the more important payments, because, although the individual 
items are small, they may amount to a considerable 
sum in the course of a year 
Apart from any question of dishonest) , the retailer 
has to guard against his employees spending his money too freely 
If he has a number of employees making unnecessary purchases 
of small supplies, or incurring unnecessary expenses, this may result 
in a serious leakage of profit 

Where budget control is m operation, the appropriations should 
cover the petty cash disbursements and, if necessary, a part of 
the appropriation should be earmarked for petty cash items This 
part of the appropriation can be fixed at so much per week, and 
the petty cashier can be instructed to enforce this limitation 
The petty cashiers should not be allowed to make purchases or 
incur expenses themselves but only to refund the amounts expended 
by other employees, on authorized items, with the sanction of the 
executive responsible for that class of expenditure 
The expenses which employees of various grades may incur on 
behalf of the house should be made clear by the vvhat may 
management For example if salesmen are sent Employees 
away from home on business trips they should be Spend? 
told what class they may travel, in what kind of hotel they may 
stay, and what entertaining, if any, they may do 
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Where special departments exist for the purchase and control 
of supplies, the employees in other departments should not be 
allowed to make outside purchases of those supplies For example, 
a clerk should not be allowed to buy stationery if there is a stationery 
department, a salesman should not be allowed to buy display 
material if there is a display department, and a cleaner should not 
be allowed to buy cleaning materials if these are controlled by a 
premises department In all cases the employee requiring the 
supplies should requisition them from the supply department If 
they are not in stock, the supply department may obtain them 
specially, or possibly authorize the employee to buy what he wants, 
in which case it must accept responsibility for his purchase 
All petty cash vouchers should be prepared and signed by the 
employee incurring the expense, and countersigned by the executive 
responsible for the particular class of expenditure It 
Voucher** 1S advisable to use small printed forms, similar to 
that illustrated below, for the vouchers Any bills 
or receipts obtained in connection with the payments should be 
attached to the vouchers to which they refer 


CODUNG & HAKE LTD 137 

PETTY CASH VOUCHER 

Please refund the following expenses incurred Date 27/4/31 

by me on behalf of the Company 

Return fare to Fenton Vale 

Call on customer — 

Mrs Preston 1S3 Bird Walk Fenton Chase 

L 

2 

d 

6 


2 

6 




Allocation Salesmen s Cxs | Signature T Coats 

j Authorized by A Bishop Department Sales 

Sales Manager 
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The petty cashier should immediately enter particulars oi the 
payments she makes in a Petty Cash Book or on a Petty Cash 
Statement and number the vouchers and file them for safe keeping 
In many shops the petty cash is drawn irregularly as the cashier 
runs short of money for example she is given say £10 and when 
she has spent that she draws another £10 This system is not to 
be recommended because it makes it difficult to compare the ex 
penditure from week to week and gives scope for dishonesty 
It is far more satisfactory to give the petty cashier a definite 
float sufficient to cover a week s expenditure and to refund 
weekly the actual amount of her expenditure so that 
^System** 1 ^ er float K regularly made up to the full amount 
and the expenses and analysis can be checked and 
compared week by week The petty cashiers requisition for her 
weekly cheque may take the form of a statement of her expenditure 
similar to that illustrated on page 423 accompanied by the vouchers 
This statement should be checked and the vouchers examined by 
a counting house clerk before the cheque is drawn and the petty 
cashier may be asked to produce the balance of cash in hand 
In a large establishment it may be advisable to give certain 
of the spending departments a petty cash float and allow them 
to account for their expenditure weekly on the plan described 
above This will save the employees m those departments coming 
to the cashier s office every time they have to cash a voucher 
All cheques drawn by the cashiers should be recorded imme- 
diately m a Cash Payments Book with sufficient particulars to 
enable the payments to be traced and the items to 
Pigments ^ P ostec * correctly to the Bought or Nominal Ledger 
Book. accounts A typical form of Cash Payments Book 
is illustrated on page 425 and it will be noticed that 
analysis columns are again used to marshal the items under account 
headings and thus facilitate checking and posting 
The Cash Received Book and Cash Payments Book represent the 
debit and credit sides of one banking account but neither of them 
shows the balance of the account The head cashier 
£fejance h keeps a Private Cash Book into which he posts 
the totals from the other cash books the Cash 
Received Book totals as debits and the Cash Payment Book totals 
as credits in order to arrive at the balance of the account which 
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CASH ESTIMATE STATEMENT 


17th Apnl 1931 

Estimated 

Actual 

Difference 
Pluses Eunu 

Balance at 25th Apnl 1931 

l 

03 410 

£*3 4*° 

£ 

WEEK ENDING 2nd MAY 
Revenue Cash sales 

Account collections 
Sundries 

a 800 

2JO 

2 664 

I 94° 
236 

136 

260 

14 


£5 *5° 

£4 84° 

£ 110 

Expenditure Bought ledger 

Salaries and wages 
Petty cash 

Sundries 

i joo 
850 

60 

80 

1 146 
837 

62 

75 

Si 

13 

5 


£2 290 

£a 220 

70 

Balance at and May 

£26 370 

£26 030 

£340 

WEEK ENDING 9™ MAY 
Revenue Cash sales 

Account collections 
Sundries 

a 600 
j 800 
120 




£6520 



Expenditure Bought ledger 

Salaries and wages 
Petty cash 

Sundries 

16 700 
54° 

60 

150 




r£*7 450 



Balance at 9th May 

05 44° 



WEEK ENDING i6th MAY 
Revenue Cash sales 

Account collections 
Sundries 

3 5 00 

4 7°0 
230 




O 43° 



Expenditure Debenture interest 
Bought ledger 
Salaries and wages 
Petty cash 
Sundries 

5 000 

12 600 
54° 
60 
250 




£i» 45° 



Balance at i6tb May 

£5 4*° 
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shows how much there should be at the bank The balance is, 
therefore, known only to the head cashier and any principals or 
executives who are entitled to the information, whereas if the balance 
was shown in the Cash Received Book or Cash Payments Book, 
it would be common knowledge, as these books are in general use 
for posting and tracing receipts and payments 
The head cashier must watch his bank balances closely and, with 
the assistance of the chief accountant, prepare his own budgets, 
estimating the income and expenditure for each week, 
and looking months ahead all the time, especially if 
he has heavy interest or dividend payments to meet 
in some months If the firm is short of working capital his object 
will be to "make both ends meet’ and keep down the interest on 
overdrafts and loans without sacrificing discounts, and, if the firm 
has ample capital, his object will be to make as much money as 
possible available for investments or deposits at interest 

A form of Cash Estimate commonly used by cashiers is illustrated 
on page 426 On this form the cashier afterwards records the actual 
income, expenditure and balance for each week alongside his esti- 
mate, so that he can see how much the results are "up ' or "down ’ 
on his estimates and adjust his advance estimates of balances 
accordingly He may also adjust his advance estimates of income 
and expenditure every week, in the light of information obtained 
from the chief accountant regarding sales and commitments 



CHAPTER XIX 
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Much of the work of the counting house in its relations with other 
departments has been described in previous chapters There re 
mains to b" dealt with in this chapter the organization of the count 
mg house itself and its internal work particularly in connection 
with the assembly of figures for the purpose of preparing trading 
and profit and lo«s accounts and balance sheets 


The organization of a typical retail counting house falls naturally 
into three groups of sections as follows— 


<i> 

Sales Tabulat od 
Sales Ledgers 
Account Collection 
Cred t Sanction 


(*> 

Purchase and Expense Recording 
Bought Ledgers 
Salaries and Wages 
Petty Cash Audit 


(31 

Nominal Ledgers 
Account Preparation 
Statistics 


In a large organization each of these sections will provide work 
for a number of clerks and each group will be under the control 
of a manager responsible to the chief accountant for the working 
of the sections in Ins group If the cashier s department is under 
the control o* the chief accountant this may be looked upon as 
a fourth section of the counting house 
The tabulation of sales is a vital function upon which the smooth 
working of the general system depends Speed is an important 
Sales P ° mt here because {he management must know the 
Tabulation. sales figures for each day as soon as possible the sales- 
men s commission must be paid promptly the cash 
takings must be reconciled and the sales ledger clerks must have 
details of the credit sales for posting purposes 
In cash and-cany trade where cash registers are used the 
sales figures can be obtained very quickly by adding together the 
totals shown on all the registers at the end of the day In other 
cases where sales checks are used the carbon copies of these checks 
usually form the basis of the tabulation The figures may be 
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obtained by collecting all the salesmen s check books at the end of 
the day and listing the items but, where additional copies of the 
sales checks are provided for the counting house, and sent there 
either through the sanction desk or through the cashier s department, 
these may be used for the tabulation 

In high class business or heavy trades, such as furniture, 
where the number of transactions is small and the individual 
amounts are large, the sales may be recorded separ 
ately in a Sales Journal similar to that illustrated j ^“ t 
on page 430 With this class of business the majority 
of the transactions are likely to be on credit and it may be desirable 
to open ledger accounts for the cash customers in order to have a 
record of their purchases The Sales Journal gives all the informa- 
tion required for the posting of the Sales Ledger accounts and pro- 
vides analysis columns m which the items can be allocated to the 
various departments or sections of stock It also gives particulars 
of the salesmen’s commission which may, in such cases, be posted 
to the credit of the individual salesmen s accounts in a commission 
ledger 

Where there are a large number of small transactions, many of 
them " cash and take, ’ it will be a waste of time and an unnecessary 
expense to enter the individual transactions in the 
Sales Journal The copying of details must be avoided Som ^ llin C 
and the figures must be summarized and dealt with Analysing 
in totals as far as possible Fig^s 

Some of the work of tabulation may be given to 
the salesmen, by making them prepare a daily summary of their 
sales (see page 271) The tabulat.on clerks can then prepare their 
totals from these summaries, although they may be instructed to 
check the summaries with the copies of the sales checks, if this 
work is not entrusted to the departmental managers 

In order to provide the figures required, the sales may have to 
be analysed in several different ways. For example it may be 
necessary to record the sales for each salesman for commission 
purposes, the sales for each department for trading account pur 
poses and the sales for each class of transaction (cash, COD, 
entry, etc ) for reconciliation purposes The specimen Sales Analysis 
on page 431 shows m simplified form the way in which the figures 
may be marshalled and recorded after tabulation 
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One great advantage of the triplicate sales check system, which 
gives the counting house its own loose copies of the sales checks, 
as distinct from those left in the salesmen’s books. 
Posting j§ that these loose copies can be used for posting the 
Checks sales ledgers, for writing up the COD Register, and 
for marking off the CWO items in the Cash Received 
Book This means that the details need not be copied into the 
Sales Journal It will be sufficient to enter in the Sales Journal 
the totals for each class of business, with the departmental analysis, 
and any other figures which may be required for the posting of 
the Nominal Ledger, or for statistical purposes 

The CWO COD, and credit sales checks are separated into 
bundles in the process of tabulation and sorted mto alphabetical 
order to facilitate posting or tracing and are then passed to the post- 
ing clerks with an adding machine slip which reconciles the individual 
items with the total amount entered in the Sales Journal Adding, 
tabulating, and calculating machines should be used as much as 
possible to lighten and speed up the work of the counting house and 
to economize on wages 

If the particulars of the C W 0 , C O D , and credit sales must 
be taken from the salesmen s check books, it will be necessary to 
enter the particulars required by the posting clerks on sheets, with 
a separate sheet for each clerk, 1 e one for C W O sales, another 
for C 0 D sales, and one for each of the Sales Ledgers The totals of 
these posting sheets must be reconciled with the entries in the Sales 
Journal 

The total sales are posted from the Sales Journal to the credit 
of a ' Sales Account ” in the Nominal Ledger Where there are a 
number of departments, the Nominal Ledger accounts 
Nominal will probably have analysis columns for the depart- 
Postmgs ments, enabling the departmental figures to be posted 
with the totals 

On the principle of double entry the amounts credited to "Sales 
Account" must be debited to accounts representing the customers, 
or payments made by customers The cash sales 
totals m the Sales Journal will be debited to a 
"Cash Sales’ account in the Nominal Ledger, and to 
this account will be credited the "Cash Sales" totals from the Cash 
Received Book (see page 402) As these items are contras, this 
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account should balance daily and any difference should be inquired 
into immediatelj If the cashiers summaries give the totals for 
each salesman it will be a simple matter to localize any error or 
omission 

The C W O sales figures representing mail orders accompanied 
by cash will be debited to a CWO Suspense Account m the 
Nominal Ledger and to this account will be credited 
the CWO totals from the Cash Received Book Cash Wlttl 
The CWO Suspense Account may not balance daily 
as the sales checks may not be made out on the day 
the cash is received or it may not be possible to meet the customer s 
requirements at all The credit balance of this account will there- 
fore show the total value of the CWO orders which have not yet 
been executed and would appear on a balance sheet as a liability 
for Customers Payments in Advance 

If the CWO entries in the Cash Received Book are marked 
off by entering the sales check numbers after the sales checks 
have been tabulated the total of the unmarked items at any tune 
should agree with the balance of the CWO Suspense Account 
If money has to be returned to C WO customers owing to the 
goods not being available the refund must be posted from the 
Cash Payments Book to the debit of the CWO Suspense Account 
and the customer s payment marked off as refunded m the Cash 
Received Book 

The COD sales totals in the Sales Journal will be debited to a 
COD Suspense Account in the Nominal Ledger and to this 
account will be credited the COD totals from 
the Cash Received Book The COD Suspense Ac 
count will certainly not balance daily as time must Saia 
be allowed for collection The balance of this account 
therefore represents the total value of the COD transactions in 
process of collection and appears on a balance sheet as an asset 
under Sundry Debtors being a sum due from customers 

If the COD sales are recorded uiaCOD Register (see page 287) 
and the collections as recorded in the C 0 D column of the Cash 
Received Book are marked off against the corresponding 
item* in the COD Register the total of the unmarked items 
at any time should agree with the balance of the COD Suspense 
Account 
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<f 1116 credlt sales ^tals in the Sales Journal will be debited to a 
“Sales Ledger Control Account" in the Nominal Ledger, and to 
Credit *?“ 100011111 ^ bo credited the totals from the 
Sales ‘Sales Ledger" column of the Cash Received Book 
The balance of this account will, therefore, represent 
the total amount due from Sales Ledger customers The credit sales 
will be posted to the debit of the individual customers' accounts 
in the Sales Ledger after the s'ales checks have been tabulated, 
and the customers' payments, as recorded in the Sales Ledger 
column of the Cash Received Book, will be credited to their accounts 
The total of the Sales Ledger balances at any time should agree 
with the baW of the Sales Ledger Control Account 
The Sales Ledger Control Account acts as a summary of the 
customers accounts and a check on the Sales Ledger postings, 
because if any mistake is made in posting items or bringing down 

T' Al ° f thC SaIcS Lcdger baIances wUl not agree with 
e balance of the control account and the amount of the difference 
JJJ? a d “ e *° \ miStake ' Vhen several Sales Ledgers are in 
N«m iVi h6m Sh ° Uld have lts own contr » 1 account m the 
, I f dger ’ and ,ts own analysis column in the Sales Journal 
“ ^“v B °° k 50 that the correctness of the balances 

«uta piov ' d “ para,d) '' “ d “y ^ 

Credit notes should bo recorded separately in a Credits Journal 
with a similar ruling lo the Sales Journal, and the totals should 
Credit ,, P° sted to the debit of the sales accounts and to 
Notes credit of the various control accounts in the 

r _ . . * ominal Ledger, offsettmg the original sales postings 

,° mcrs ^ h® P° sted from th e Credits Journal 
to the credit of the Sales Ledger accounts 

.. ° f . cash wlU be P° sted from the Cash Payments Book to 

t edebit of the control account to which the credit note is credited 
™ ° l tbe and expense recording sections of the 

counting house has been dealt with in Chapter XVIII 

Recording "^h e purchases and other commitments are tabu- 
Purcfmes fated by entering the individual items m a Purchases 
Expenses Journal (see page 409), and analysis columns are 
used to marshal the items under the desired head- 
ings, eg under the names of the various selling departments. 
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or the various classifications of expense The Purchases Journal 
is ruled off monthly (weekly in shops where weekly accounts or 
statistics are prepared) and the total amount of the sums which 
have been credited to Bought Ledger accounts is posted to the credit 
of a Bought Ledger Control Account in the Nominal Ledger This 
account acts as a summary of aU the Bought Ledger Accounts, 
just as the Sales Ledger Control Account acts as a summary of 
all the Sales Ledger accounts 

The totals of the Bought Ledger column in the Cash Payments 
Book are debited to the Bought Ledger Control Account and the 
total of the Bought Ledger balances at any time should agree with 
the balance of the control account Where several Bought Ledgers 
are in use, each of them should have its own control account 
in the Nominal Ledger and its own columns in the Purchases Journal 
and Cash Payments Book 

Suppliers’ credit notes for returns or allowances should be entered 
in a “Returns Journal” with a ruling similar to the Purchases 
Journal, and be posted to the debit of the suppliers accounts in 
the Bought Ledger The totals should be posted to the debit of 
the Bought Ledger Control Account and to the credit of the various 
purchase or expense accounts in the Nominal Ledger, offsetting 
the original postings to which the credits refer 

Salaries, wages, and national insurance, and commission over- 
tone, and other payments made with the wages will 6e posted 
from the Cash Payments Book to the debit of the 
appropriate expense accounts in the Nominal Ledger and W»ges 
Where a departmental analysis or other form of sub- 
division is required, the necessary details must be given in the 
Cash Payments Book or in some other book from which they can 
be posted If there are a large number of wages sheets, they may 
be summarized in a 1 Wages Analysis Book ' in order to provide 
the figures required for posting the Nominal Ledger accounts The 
total amount drawn on wages day will then appear in one amount 
in the Cash Payments Book, and will be posted from there 
to the debit of a "Wages Suspense Account ' in the Nominal 
Ledger The posting of the Wages Analysis Book will have the 
effect of closing tlus account, by a corresponding credit, and 
dtVtxng the correct proportions to the vanous expense accounts 
covered 


•9 — ie*as) 
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The procedure in regard to petty cash expenditure is similar 
If the details are not too numerous the analysis required tor posting 
the Nominal Ledger may be entered in the Cash 
Expenditure Book but where there are several petty 

cashiers, or the items cover a large number of nominal 
ledger accounts the Petty Cash statements may be summarized 
in a Petty Cash Analysis Book, from which the Nominal Ledger 
postmgs will be made It will then be necessary to have a Petty 
Cash Suspense Account in the Nominal Ledger, to which the totals 
from the Cash Payments Book will be debited and the totals from 
the Petty Cash Analysis Book will be credited 

In some counting houses suspense accounts are dispensed with 
and postings are made directly from the Cash Payments Book to 
the Analysis Books, but this practice is frowned on 
Posting ’ by auditors as it amounts to cross posting between 
books of prime entry The posting 0/ all items to 
the Nominal Ledger gives the clerk keeping that ledger — usually 
a senior accountant — an opportunity to satisfy himself that the 
analyses are being propeily reconciled, and any cross posting be- 
tween the cash books and journals defeats this 

Another objectionable practice which should be forbidden is cross 
posting between ledger accounts, because this may be used by clerks 
to con-ect an error they have made, to ‘wangle” the adjustment 
of a difference, or even to perpetrate a fraud For example. Bought 
Ledger clerks have been known to transfer balances unclaimed by 
suppliers to the credit of a supplier who is a fnend of theirs Fur* 
thermore, inexperienced clerks making bona fide transfers may do 
so in a way that will upset the ledger control accounts or cause a 
difference in the books 

In view of this a Transfer Journal” should be provided for 
transfers between accounts, and it should be made a rule for every 
entry m this journal to have a satisfactory explana- 
JournaT tlon or 'narration' under it In some counting 
houses a clerk wishing to transfer an item from one 
account to another has to make out a " Journal Voucher,” 1 e a 
memorandum giving full particulars of the transfer and the reason 
for its being made, and get this signed by the chief accountant 
before the item can be entered m the Journal These vouchers 
are filed away for future reference, jn the order of appearance in 
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the Journal A specimen form of Transfer Journal is illustrated 
below and a Journal Voucher on page 438 


TRANSFER JOURNAL 


Date 

Journal 

Voucher 

No 

Parti c-ciara 

Folio 

Debit 

c™, 

iB* 17 

g 

Advyxus 

NL es 

l 



£ 

• 

i 



Dr to Carnage 

NL 57 




» 

.0 




Owfgnuod Railway Showcase Rent 
charged to Cairn* e in error 








at 

tn 

Smith, Mrs of 46 London Road, Paikly 

SL IJ5 









Dr to Smith tin ol 137 Sunny 
Urn Paikly 

Adjusting Item charged lo wrong 
customer's account- 

SL 137 





‘J 

. 

" 

■ 


Oak Paper Company 

Bought Ledger Account 

BL 68 

6 






I 


Dr to Oak Paper Company 

Sale* Ledger Account 

Transfer of Contra Account at request 
of 0 P Company 

S L ro« 




« 

9 


■ 


Bought Ledger Central Account 

NI_ toj 

« 

9 

* 






Dr to Sales Ledger Control Account 

Adjustment in respect of above transfer 

NL »7 




6 

9 

\ 


The classification of expenses is a very important matter es 
pecially 'Jytie.se budgetary control is w, opcsatvon, and vt is idvssahle 
in every counting house to draw up a schedule show- 
ing the classification headings to be used m analysing Classification 
expenses, and the kinds of expenditure to be included Expenses 
in each classification A copy of this schedule should 
be given to every clerk who takes part in the recording or checking 
of expenses Unless this is done, there is danger of inconsistency, 
for example, one clerk might be charging circular letters to customers 
to "Advertising” account while another is charging them to 
"Stationery and Printing/ or one clerk might be charging show- 
room direction signs to "Premises Expenses,’ while another is 
charging them to "Display Expenses ' Such inconsistencies make 
the expenses figures shown to the principals on the profit and loss 
account deceptive, and also affect comparisons betw een the figures 
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for different years They may, therefore, lead to errors of judgment 
being made, particularly in budgeting expense limits for an ensuing 
year 


JOURNAL VOUCHER 

Date 27th March 1931 No m 

Particular* 

Debit 

Credit 

Advertising 

Dr to Carnage 

Rent of showcase 
to 2Sth March, 
ground Railway 

Charged to Cam 

See Purchases Jou 

at Parkly Station year 
1932 payable to Over 
Company 

age' m error 

mat folio 175 2013/31 

£ 

1 

10 

d 

£ 

l 

10 

d 

Voucher 
prepared by 

-tf Walters 

Sanctioned by 

G Jenhins 

Chief Accountant 

Jour 

mad 

tf 

nal entry 
by 

Walters 

T 

J 

to 

anster 
u: nal 
ho 

63 


exneiT 5 P« rmi f^ e *° followed in arranging the classification of 
penses is to group the items under natural and distinctive head- 
Grouping the ■ t0 aV0ld comblnin g expenses which are not 

Expense 0 one another The division of the respon- 

It,™ sibnity for commitments should govern the classifa- 
„ . „r, , *55“ 10 a ““‘^srable extent For example, tf there 
y T' thC Expenses" account should 

i t . S commi m ents, but it should not cover expenses for 
which he is not responsible 

to ^ mai f ^ ^ aSCS 11 necessar y to subdivide the classifications 

■ 0 *?®y ou P m ® * or ex ample, although in the profit and 

loss account ol the busmess "Salanes and Wages" may be shown 
m one amount, or dmded mto "management salartes, ■ "salesmen’s 
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salaries and 'office salaries for statistical and budgetary control 
purposes they may have to be subdivided into departments Rents 
and other premises expenses advertising display and other expenses 
may also be apportioned between the selling departments for Die 
purpose of departmental trading accounts 
In such cases the nominal ledger accounts should be provided 
with analysis columns to permit of the expenses being charged to 
the various selling departments either as the items 
are debited to the accounts or as the analysis Charging 
figures from the spending departments arc obtained Departments 
The basis of costing the expenses to the selling 
departments varies according to the nature of the expense and 
has been described in the preceding chapters m dealing with the 
work ot the various spending departments 
A ‘Classification of Expenditure showing how the items ol 
expenditure of a typical retail business are grouped under account 
headings, is illustrated below It may be noticed 
that in some cases the schedule mentions items ci*Mu«St»on 
which must not be charged to the particular account 
This is of great importance where the method ol classification is in 
any way unusual and there is danger of misunderstanding 


XYZ STORES, LIMITED 
CLASSIFICATION Or LXl’LNDITUUb 
i Purchases or Mlkciianuisk (Stock ) 


2 Management Salaries 

Managing director Secretary 

Merchandise manager Chief accountant 

Advertising manager Stall manager 


3 Departmental Salaries 

Buyer* 

Salesmen 

Storckeejicrs 

4 Omcs Salaries 

Management office* 
Counting house 
Cashier* 

Mail order room 


ani> Commissions 


Apprentice* 

Buyers commission* 
Salesmen s commissions 


Corre*]>ondence department 
fetei 1 one room 
Clerk* overtime 
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5 5 eRvrcE Wages 


Receiving room 

Messengers 

\\ indow dressers 

Cleaners 

Timekeepers 

Service overtime 

Doormen 


6 Dispatch Wages 


Dispatch manager 

Van porters 

Inspectors 

Drivers 

Packers 

Garage men 

Inside porters 

Dispatch overtime 

Dispatch clerks 


7 National Insurances 


Health 

Unemployment 

8 Rest and Rates 


Rent 

Water rate 

Rates 

Warehousing 

9 Lighting Heating and Power 

Electricity 

CnJ and fuel 

Gas 

Not lamps and spares 

to Insurances 


Fire and flood 

Plate glass 

Employer s liability 

Not National Insurance 

Burglary 

Not motor insurance 

Fidelity 


11 Advertising 


Press space 

Catalogues 

Art work 

Circulars and leaflets 

Copywriting 

Addressing 

Illustration blocks 

Postage on Circulamation 

Billposting 

Press cuttings 

it Displays and Tickets 


Display materials 

Show cards 

Flowers and plants 

Tickets 

Direction signs 


*3 Packing Materials (Stock) 


Boxes 

Wrapping paper 

Bags 

String 

14 Garage Stores (Stock ) 


Petrol 

Tyres 

Oils 

Spares 
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15 Dispatch Expenses 

Packing materials used Garage stores used 

Carnage Hire of vans 

Parcel postage Drivers and porters expenses 

Motor licences Motor repairs 

Motor insurances Painting vans 

16 House Stores (Stock ) 

Cleaning materials Electric and gas spares 

Domestic supplies 

*7 House Expenses 

Uniforms and overalls .Repairs to premises and 

House stores used equipment 

Window cleaning First aid dressings 

Decorating 

18 Stationery Stores (Stock) 

Notepaper Check books 

Envelopes Carbons 

Account books Office supplies 

19 Stationery and Printing 

Stationery stores used Not advertising matter 

Printed forms Not peeking materials 

Books for staff library Not display tickets 

20 Postage Stamps (Stock ) 

21 Postages and Telephones 

Stamps used Telegrams 

Telephone charges Not parcel postage 

Internal telephone maintenance 

22 Salesmen s Expenses 

Fares Entertaming 

Hotel expenses Incidentals 

23 Sundry Expenses 

Agreement stamps Bank charges on collections 

Cheque books Gratuities 

24 Directors Fees 

25 Audit Fees 

26 Legal Expenses 

27 Donations and Subscriptions 

Donations to chanties Grants to empfo> ees (sickness) 

Subscriptions to trade Grants to employees depen 

associations dents (death) 
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28 Renewals of Minor Equipment 

Typewriters Tools 

Scales Fire fighting appliances 

Utens Is 

29 Equipment Motor Vehicles (Capital ) 

30 Equipment Showcases and Shop Fittings (Capital) 

31 Equipment Sewing Machines (Capital ) 

32 Equipment Electric Motors (Capital ) 


The word stock after an item means that expenditure under 
this sub-heading is to be considered as a purchase rather than an 
expense and to be charged to the spending department as stock 
until such time as that department accounts for it as having been 
sold or used This distinction is very important in the case of 
retailers who buy house supplies in large quantities in order to 
secure wholesale pnees 

Another class of expenditure requiring special treatment is 
capital expenditure The clerks must know which items of equip- 
ment are to be capitalized and which are to be charged 
E<Ju h pnwnt f as renewals In this connection the procedure 
followed will largely depend upon the arrangements 
made with the income tax inspectors regarding wear and tear 
all wancts The rates allowed by the inspectors vary considerably 
between different classes of equipment as the following examples 
show — 


Motor vans and lorries 
Sevang math nes 
Electric motors 
Machinery 

Eng nes boilers and shafting 
Showcases and fixtures 


20 per cent per annum 


All these allowances are calculated on the diminishing value of 
the articles 1 e after deducting any wear and tear already allowed 
in previous years The effect of this is greatly to increase the book 
life of an article for example if 20 per cent per annum is written 
off the diminishing value of a motor van costing £200 it will still 
have a book value of over £6 3 at the end of five years 
With items of equipment which have a short life and therefore 
have to be renewed every few years such as typewriters scales 
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and tools, the retailer has the tight to forgo the wear and tear 
allowance and charge the cost of renewals as an expense instead 
and he will be well advised to do this, as the allow- Ch4rging 
ance he vyould receive may be quite inadequate to cover R enewa is 
the depreciation in value For example inspectors of 
taxes wall only allow 5 per cent per annum on typewriters althoug 
m most busy offices they have to be renewed every three or four years 
The nominal ledger accounts covering equipment should, therefore, 
be arranged to provide a separate account for each income tax 
class of equipment, for example, one lor motor vans, a Kcmdl” 
sewing machmes, a th.rd for showcases and fixture and a fourth 
for typewriters and minor items whrch arc dealt wrth on a renewal 

ba Th= retailer must write -depreciation' off tus equipment accounts 
at least sufficrent to cover the wear and tear allowance, he chums 
from the inspector of taxes, and items treated “ Bipieo-nm 
M renewals’* must, of course, be written off agarns 0 , 

profits If he does not consider the rates of wear and Equ.pm.nt- 

tear allowed by the Inspector of Taxes to an a e 

quate provision for deprenation he may make 

rates higher than the rates allowed, without affecting the tax 

^The" balances 0. equipment accounts kept ^ 

Nominal Ledger may, of course, be shown in on 

““rtader has made an investment in *•*£»«* 

premises, he may have to depreciate their 00 

property ts rarely written down in boo v ■ D (allioll 

though, in some cases, retaders consider it prudent > 

to set aside a certarn sum out ot each year s profit, Prepertx 

as a "reserve" to cover the cost of any ^ to 

or modernization which may be in prospec a 

the same thmg The book value of leasehold property -must, how 

ever, be depreciated or "amortized annually by S > 

and loss alunt. with the ob,ect of wtitmg “ ^ entirely by the 

time the lease expires and the ^ meim5 [ha , 

or a new lease obtained at further e P« tml]d rate ofl at 

a retailer buys a 40 years lease for £3.000 * „ f 

least £75 per annum as '-Amortization of leasenom 



RETAILER & SONS, LIMITED 



Trading Profit brought dov 
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liability for dilapidations is likely to be incurred, this should also 
be made the subject of a reserve 

Reserves for rebuilding, amortization of leaseholds, or dilapida- 
tions are not chargeable agamst profits for income-tax purposes 
In some cases a retailer may consider it proper to " carry forward ’ 
a proportion of a certain item of expense as an asset, thus spreading 
the expense over more than one financial year Tor 
" " exam P^ e > if a retailer s financial year ends on the 

31st March and during March he has participated m 
a public exhibition at considerable expense, he may carry forward 
a large proportion of this expense on the ground that the benefit 
of the exhibition will not be felt until the following financial year 
Similarly, a retailer who turns his business mto a limited company 
may spread the preliminary expenses over several trading years 
The co?t of forming a limited company is not allowable as an ex- 
pense for purposes of income-tax assessments 
The illustration on pages 444 and 445 shows the simple form in 
which the annual accounts of a retail business are commonly 
prepared 

At lSdiE fit Although the annual accounts of a business, giving 
Account and the trading results and balance sheet figures in their 
Shtef* final form, are the coup dc grdcc of the year’s work 
from the counting house viewpoint, and are of para- 
mount importance m the eyes of the directors, shareholders, auditors, 
and income tax authonties, they are not of much assistance to 
the managers of the business, who must follow the trading results 
more closely, le from week to week or from month to month, 
and have more details 

In most businesses, therefore it is necessary for the counting 
bouse to prepare weekly or monthly " interim ’ accounts for the 
Interim ^ °* tlie mana 6 ement « extracting, from the mass of 
Account* detailed information in the books of account, the 
figures of interest to the management, and presenting 
them in a form which facilitates a study of the trend of business, 
as a guide to policy, and also enables comparisons to be made with 
targets, or corresponding results in previous periods. 

Where budgetary control of expenditure is in operation, it is 
essential for the management to have interim statements showing 
the income and expenditure figures compared with the budget 
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estimates If, as is generally the case the sanctions for purchases 
or expense commitments are made m monthly amounts a monthly 
statement should be submitted to the management, ^ 

with cumulative figures showing the budget figures Ejcpeodlture 
and actual results for the expired period of the current Accounts 
financial year A statement of this kind is illustrated 
on page 448. Such statements euable the punt, pals to satisfy 
themselves that the sanction limits are being enforced an p 
a basis for the revision of the limits for future months For examp 
,f the safes turnover has fallen below the budget figure future 
sanctions may be curtailed, but if the budget sales figure has been 
exceeded, supplementary sanctions may be grante d 

It is important to note that such statements axe “ d 

expenditure accounts." as distinct from ' profit and * 

The expenditure is not necessanly relative to the cunent months 

business, and the difference between the sales and pur g* 

may be little or no indication of the gross pro tse ^® loss 

To tun, such a statement into an £ 

account,” it will be necessary to adjust the expe . 
commitments, applicable to the month, which are no 
yet in the hooks, and deductmg the unexpired portion P..6wn 
of any prepaid items, also to substitute or Accounu 

"purchases” figures, the estimated cost of t e goo 
sold. This estimated cost is found by For ex 

figures the percentage of gross profit ant “*P® cent ^ oss profit 
ample, if a department is known to ma - e 3 P co ods will 

on its sales and the sales figure is £1.000. the cos tof thego^ 

be estimated at £700 The ° „„ t the target 

be a pessimistic rather than an optimis gur figure 

gross profit figure for the business or dep me - achieve- 
which can re4,nably be expected, having regard to past 

mentS . ( „ number of distinctn e depart 

Where a business is composed of a n estimated profit 

meats, as m the case of a department store, the “tuna 
and loss accounts may be designed to show no Department*! 
the gross profit earned by each department, but =1» 
the expenses chargeable against this gross pro Qth depart- 

by comparing these figures, the contn A weekly 

ment is making towards the net profits o 
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Summary of Estimated Departmental Results, prepared on these 
lines, is illustrated on page 449 

In this case, the expenses are charged to the departments under 
four headings, (1) ‘Departmental Wages and Commission,” (2) 
'Direct Charges, (3) ‘Establishment Charges, - ’ 
ChMgta to Sales Overheads/ and (5) *' General Overheads ’ 
* P The Departmental Wages and Commission ” are the 

amounts paid to the employees in each department for the 

‘week 

The Direct Charges include all other items of expenditure 
which can be allocated directly to the particular departments, for 
example special advertising, display, or exhibition expenses in- 
curred in connection with the goods of the department 
The Establishment Charges are 'rent charges, intended to 
spread the cost of rent, rates, water, lighting, heating, power, 
repairs, and all other premises expenses over the departments in 
proportion to the size and relative importance of the floor space 
they occupy Each department therefore pays an "inclusive "rent 
of so much per week for its portion of the premises 
The ‘ ’ Sales Overheads include all items which cannot be charged 
directly to the departments but are considered to vary in propor- 
tion to sales Dispatch costs and packing materials 
Overheads usually come under this heading These sales over- 
heads are spread over the various departments in 
proportion to the sales , for example, if the sales overheads amount 
to 6 per cent of the total sales of the business, each department will 
be charged a sum equivalent to 6 per cent of its sales If any 
department does not derive any benefit from a class of expenditure 
included under this heading, it may be "exempted” when that 
particular item is being apportioned For example, if one depart- 
ment does not give any work to the dispatch department, its sales 
will be deducted from the total sales of the business before the per- 
centage of dispatch costs to sales is calculated, and the department 
will be ignored in apportioning these costs 

The ' General Overheads " cover all the remaining 
OrerhuuL expenses, that is to say items which cannot be charged 
dxsctiy ts> tbs dspartiassts ds oat vsry ai pro- 
portion to sales Management salaries and other administrative ex- 
penses come under this heading These general overheads are spread 
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over the departments m accordance with percentages dictated by 
the management who will take into account the general importance 
of the departments the amount of supervision they require and 
the amount of work they give to the house departments whose 
costs are included in the general overheads If for example the 
management considers that a certain department should bear 10 per 
cent of the general overheads that department will be charged 
10 per cent of the general overheads for each week 
The object of this subdivision of expenses into various classes 
of overheads is to apportion them as fairly as possible between 
the departments and the subdivisions are shown on the weekly 
summary in order that the principals in considering the results 
may know how the figures have been arrived at for example how 
much of the amount charged to a department consists of expenses 
directly connected with it and how much consists of apportioned 
overheads 

Apart from the figures of sales expenses and estimated profits 
the interim statements may contain many other figures of interest 
to the principals including percentages showing the 
relation of each item of expense and profit to the 
sales or the relation of each item to the corresponding 
figure for the business as a whole also comparative figures and dif 
ferences showing the relation of the results to the target figures for 
the period or the results for the corresponding period of the previous 
>ear 

Although commonly met with the practici of comparing weekly 
trading results with those of the corresponding week of the previous 
>ear is objectionable because the comparison is often unfair A 
decrease shown in comparison with the previous year s figures may 
he due to the fact that the previous year s figures were abnormally 
high and an increase may be due to the fact that the previous 
J i ears figures were abnormally low It is therefore dangerous to 
use such figures m complimenting or criticizing departmental man 
^ers on their results It is far more satisfactory to compare tl e 
Ksults with target figures which show what the departments are 
a pected to achtev e because although these targets may be based 
0Q results or av erages any abnormal figures may be excluded 
m fixing them and allowance may be made for any changed con 
ditions or unusual circumstances affecting the anticipated results 
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Other statistics which may be prepared at intervals for the use 
of the principals and considered by them in conjunction with the 
Statistics tradm § results include — 

Estimated stocks average stocks during' a period 
and stock turns 
Mark ups and mark downs 

Number of transactions and average value per transaction 
i e Average Check 

Floor space occupied and sales per square foot 
Ratio of cash to credit business 
Ratio of take parcels to send parcels 
Ratio of counter sales to mail order sales 
Stock turns and their computation have been dealt with m Chapter 
VI Briefly these figures show at what average rate the stock is 
Stock Turns bemg tumed over a nd are some indication of its 
Markups and freshness a very important matter in the case of 
Checks* foodstuffs perishables or fashion goods 

Mark ups and mark downs have been dealt with 
in Chapter VII Briefly these figures show what margin for profit 
is being put on new goods and the average sacrifice which has 
to be made in order to clear them They therefore show whether 
the business is of a speculative or stable character and may ex 
plain unsatisfactory profits or fluctuations in stocks 
Average check calculations have been dealt with in Chapter VIII 
where examples of the use of stock turn mark up and average 
check figures in reviewing trading results and forecasting future 
turnover have been given Briefly the average check shows the 
average amount spent by the customers and is some indication 
of the class of busmess done or of the purchasing power of the 
customers at the tune 

Statistics showing the area of floor space occupied by the various 
departments and their sales per square foot of space occupied are 
Sales per °* P artlcu * ar value in the furnishing and similar 
Square Foot trades where considerable space is required and the 
'space* success of the busmess may largely depend upon the 
way in which the space is allocated to the various 
departments especially if the establishment expenses are high or 
the total floor space available is somewhat inadequate for the 
busmess In such cases floor space is recognized as a vital factor 
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in sales promotion and is given to the department which promises 
the best return lor it Study of the sales per square foot may 
therefore result in some floor space being taken away from depart 
ments which show poor returns and given to the departments 
which show good returns 

The ratio of cash to credit sales will be disclosed on the ales 
Analysis (see page 431) Cash on delivery and cash with order sales 
will of course be classed as cash The depart ^ q[ 
mental figures may be extracted and shown as a *£ s , h t0 

percentage of the total sales c g Lampshade De Credit 
partment cash 35 per cent credit 65 per cent Study 
of these figures may induce retailers with small capital to extend 
the departments which show the highest proportion of cash sales in 
preference to those which show the highest proportion of credit sales 
The amount of capital absorbed b> the credit sales of a depart 
ment may be estimated by multiplying the average weekly turnover 
of credit sales by the average number of weeks credit the retade 
has to giv e For example if the av erage sales tumov er of the lamp- 
shade department is £100 per week and the ratio of cash sales 
credit sales is 35 per cent 65 per cent the average wee y 
of credit sales is £65 Now if the total amount due from custo 
on sales ledger accounts averages £5600 wd the average sc 
sales per week of the business as a whole amount o £ 
average number of weeks credit given is 7 Therefore e 
of capital absorbed by the credit sales of the Lamps a e e 
mentmay be estimated at £435 (£63 X 7) A high proportion o c 
sales coupled with a low rate of stock turn in cost y 6°° 
make a department very embarrassing to a retailer wit sma 
The ratio of take parcels to send parcels may be nored in 
tabulating the sales checks by recording the take esan 
sales in separate totals for each department and giving Ran® 
the number of transactions covered by each total DdTeries 
It will then be possible not only to state the propor 
tion of deliveries for each department but also to s a e 
value of the deliveries for example — 


China Department 
Taken 

Proportion r 5% 

Number of parcels 
Total value L 4 4 

Average value 1 4 


Delivered 

85% 


j£So 6 6 
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These figures will have considerable importance if the dispatch 
costs are high and may affect the policy in regard to the extension 
or restriction of departments for example discrimination will be 
shown against a department which has a high proportion of deli 
venes with a low average sales value 
The ratio of counter sales to mail order sales may also be noted 
in tabulating the sales checks if the sales checks covering mail 
Ratio of or< * ers are marked as such Figures showing the 
Counter proportion of mad orders in each department and 
Maji'orders avera 8 e value of these mail orders will be of great 
assistance m considering the work of the mail order 
department They will enable a Mail Order Profit & Loss Account 
to be prepared by calculating the gross profits on the sales, according 
to the figures of the various departments and charging against these 
the expenses of the mad order department itself and such other 
departmental advertising dispatch establishment and overhead 
expenses as may fairly be attnbuted to the mad order business 
The departmental figures wdl also show which department is 
most popular with mad order customers and which department is 
bringing in the most profitable mad orders information that will 
be valuable in allocating mail order catalogue and advertising space 
to the selling departments 

The average cost of executing a mail order 1 e the number of 
transactions divided into the total expenses may be ascertained 
and compared with the average value of the mad orders for the var- 
ious departments and the gross profit on them This wdl show 
up any department whose goods cannot profitably be sold through 
the post owing to the low average value of the orders obtained 
Generally speaking it is a waste of time to prepare weekly statistics 
of stock turns mark downs average checks sales per square foot 

- . , or the ratio of one class of business to another 

Period for , ... 

Statistics as unusual transactions or the influence of the 
weather or public holidays may make such figures 
quite abnormal and of no value for comparative purposes There 
is the further point that the expense of preparing statistics is oidy 
justified when they serve a useful purpose in guiding policy, and 
policies cannot be decided upon one week s figures In many cases 
it is sufficient for a statistical report to be prepared quarterly 
provided that the quarters are so arranged that the figures are 
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available when questions of policy have to be considered Each 
report should give the comparative figures for the corresponding 
penod of a number of previous years as in the case of statistics 
affecting policy, the trend of business from > ear to > ear may be 
more important than the figures for any one penod 
\Vhcre a business works to targets presmbed by the manage 
ment the figures given in the statistical report should be accom 
pamed by the target figures in order to show how far the expecta 
tions of the management have been fulfilled 
In considering statistical reports it is advisable for the executives 
to give some thought to the usefulness of the various figures pro- 
vided in order to eliminate any statistical w ork which UjeleM 

is no longer necessary Unless this is done there is statistics 
a tendency, in an organization of any size for the 
statistical work to grow out of all proportion to the use ness ° 
the figures, and clerks may be employed continuously in preparing 
statistics which no one in authority ever studies Another objection 
to unnecessary statistical work is that it delays the prepara 
figures that are urgently required Most managers pre er o 
a simple statement of facts within a few days of the close of business 
for the penod rather than a complicated statistical repo 
weeks afterwards They also prefer to have a quarterly P 
coming m promptly at the end of the quarter rather than a montUy 
report amvmg several months behind time If statistics a to be 
used as a guide to policy, simplicity and promptitu e are es 
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